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n~TRODUCTION 
'!be dn9lop1ng nation• ot t.h• world todq an tao«i both with pure)..r 
eaonomo problw and inaUtut1onal probl 1 that .... nca-ffonomio but 
b1gbl¥ rele-rant tor th• achuvwt ot eooaamio objeotina. 'lh11 ukee 
it q_u1te ditticult to differentiate theM two sete ot PJ"Obl.... For 
thia reuon. th1a theru b&• a dual P'D"PC>Mi (1) 1t atteapta to ctn a 
oanoepbJal and anal.1Uoal Yiw ot the traditional econcmio q.t. and 
th• iaped!JMntA to d.,...loi:-nt. l'M\ll.tin& boca the l"igidiy ot 1.MUb-
t1onal. taoton. (2) It 1• an attempt to gin a at.ruatmel. tmd mpll"ioal 
anal,yaia ot the daad.nant •~0w1oan•io ftl"!abl.•• ot the 1ge2"ian 
~ vh1oh 1• Natl'iot-1 to • J)eriod W.N the relnant data AN 
&OOHlibl.•. '?he nm, 1• d1"1ded into tom- chapters. 
Oiapt.r r ren.... gl'Olllth model• applioabl.• to eeonmdo dnelopmnt. 
'lh• t1Nt MOUcn ea..nt1al17 d180118"• aagre aUw srowth model.a ot 
BazTod-Domar. and Sol• with ~is Oft the appl.1oab1lit.Y ot the• 
llOC1el.a to d8ftl.oping planning. Seotian taro diaoune• the disacgregatin 
aodela ot Mabalanobi•, Leontiet and Ven Neumnn. SCIM upeota ot 
atabllit.r are dllowlsed 1n t.hia H0t1on but th• empbaaia 1• plu.d an 
th• opera~ianal upeota ot th• llOdel1. 
n. the t1nt. ..atian ot Chapta n. pographloal. pollUoal. and 
hlatol"ioal ohareotenat101 an dUcruued. Seots.an two deal.a vith the 
•jor MOtoJe.1 ah&Noteri1tio1 ot capital tmwaticn, ~. 
tore1gn U&d• and th• un!l:lue a1peot1 ot th• tli g•?"ian aJ'kettng 13o&rda. 
Ch&pte~ III dinu .. 1 the 1nat1tut1anal J)eaul.laPiU.1 ot a¢oultuN 
and labom-. The tint •Ht1cn •t.N••• th• role o~ q!'icnalture 1n ttw 
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eocmOld.o dnelor-nt ot Nipl'ia and the blpaot ot .-roi&l.iuticin ~ 
acruultunl produat. that rer.1•1"• the traditional s;r•t. ot land tmun 
1nett.otift 1n ao.M.ft"ing th• hnd-.ntal ohanp• 1n ~tUJ"al pre.otioe• 
moeaary ~o., tbe oountry•• edftnownt. 1he MOond eeotion ot Chapter 
m deal• VS.th produot1...S.f¥ and th• ohueeterutio• ot the labour to:roe 
in Nigeria. An attnpt 1• ude to 8b• the ratlcmaltt7 behilld th• 
..aotian of th• t.arpt vorit•P• to a vap inoreue. Al•o the ind18Plft-
Kbil.1V ot a wage nttio1.entl.1 high to att.Not worken penunentJ.7 to 
tb1 exobanp MOtor ot tM .oanm;r 1• .tre1Md u a pre-requid.t.. tor a 
ftabtllsed l.abom- toroe. 
Qsapter N giTel a •truotural and ~oal anal.7dtl of pneMl. 
uoro-ftrl..a~• and th• •jOP •otoral. ohan.oteriatioa d.1MUMd 1n 
MOUcln two ot Chapter II. It 1• a llOdeat attempt 1n Vl"iting eoanallio 
hiato17 with an Mancmetz-io model tor th• deoade, 1950-(io. A t1na1 
obapter nmariH• th• Nault. ot the anal,ywia. 
CHAP1ER I 1 OR OOH MODELS APPLICABLE TO ECQJOMIC DEVELOFMENT 
Eoan-10 grotrth ha• b99ft th• ~ int.N9t ot both the 11atbe-
11&t1oal and 1Mt1tut1onal aohool ot Monaaioa •1noe the .arl,y 19th 
oentl11"7. Both aggregaUn (uoro) and d1aaares•t1n (Ilion) aod•l• 
ba't'9 been dneloped to ana1¥s• growth ~a.na. Tb• theoret1oal 
dlaouaian ot tu 11&jor matbem&tioal llOdel• in tbU obapter prorid•• 
the bui• tor th• nb.equmt •pi.rioal d18cuaa1Clll in Cb&pt.n 2-4. 
Q.a1aioal, Ti!! ot nmp10 dmlopmnt 
!ocftoaio ire-th 1• defined u an !nore&.R bl the oapae1t.1 to 
produoe good• and •l"rioea and ••ti.tr at.rial wanta. In a teohnioal 
MnM thu d•fiaitian doe• not take into aooount nan-4Gan-1o taoton. 
Eoon-10 dneloi:-nt 1• oana1dered •• the appl.1oe.t1on ot MOl'l-10 growth 
to undndneloped OOlmt.ri••• Th•N are, hotleftP, aeftl"&l detinitiona 
and or1ter1.a in th• eoon-1.o l it.rature tor tM tel'll underdn.l.oi-"'t• 
For bNY1 v, on1¥ tour buio oritena •hall. be mnti.OMd a 
1. A ocnmtr.r 1• otte labelled u underdeftloped beo&ua• it baa 
a law ret1o ot popalation to &Na. 
2. Soaro1t¥ ot oapital u ahCNn b.1 th• prevalenoe ot high !ntereat 
rat.• 1a ottee u.aed u a sign ot ~rdenloi-nt. 
). ~ ratio ot induetnal. outprt to tetal cnitput or indutrial. 
popalatian to total popalatian t.nd• to be "17 l• in an underdneloped 
ooant171 and, 
4. An underdeftl.oped oountl')' 1• a ooantl'T vh1oh bu 1ood potent1&1. 
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Pl'08PMta tor uain& moN capital or •ore labour or lltON available 
natural N•OllJ"H•• oP all ol the••• to support ita proMent popalatian 
on a higber lnel ot l1T1ngs or, U 1ta pel' oap1ta inome ln.l u all'Md7 
tairl,y ldgh, to npport a l.&rpr popil&Ucn on a not lcwr lnel ot 
11Ying (1. PP• 9-13). 
'1he olunoal. Tin ot eocmoaio d"91.opmnt 1a not nbatant1•117 
ditt•JWlt troa oritarta 4. the dewlop19nt ~ th• oapltall•t eoonomiH 
la ....S.aapd U a Moe betlfMn teohnologioal pl'OgN88 and the cNlfth of 
the popdatlan. ln the pnuia of du.los-nt, teohnologioal ])NIN8• 
pon tuter than popnlation, but in the lq-run, the Nftl'N happen•, 
thm g1Y1Jtc l'h• to .tapation. 'lhia 1• a atata in vhioh there u no 
Mt inftst.-nt. p!"Otita &N .. ro. ad n.pa are at th• nba1at.noe leftl. 
Maeh ot th• olaanoal an&17at. 1• bued an the !'.al thuaian dootrS.ne. 
The HC>IJOl9 oonaiat• ot two •jor MOton • th• agricultural. and 1ndua-
tr1al.. 11w ~ obaraoterlatio of the toraer la that a at.ate ot 
dbdnlab1ng retuma to labour would al.va.r• J>NY&ll du to a tixed 
quanU\Y' ot land. Malthu errdeaged th• 1n4uatrlal. notor u tlut onl7 
MOtoJ" wb.eN teobnologioal P!"OIN•• la oant1Md but the etteot ot 
di.sn18binc Ntvu appeara to be etronpr than the etteot ot teolmolo-
gioal PJ'OIN•• or 1.nnOY&tiona. 
ttyz and Sohwp!ttr on. th• oell •• ot qapttal,1• 
'!he Pl'Obl• ot oapital. aoounlat1on and eapl.oyment date. baok to 
Kan. Bl• th•o17 ot d9"lopteftt 1• no~ u be M'\"el' und•J"e•tiaated 
the oapao1t7 ot th• oapitaliatio q8t.ft tor •oanaal• erpanaton. a 
Sohlapet.r ...,., 11 ••• nobod,r • not ..._ the aoat ardent of opt1aiata with 
vhcn Man had tb1a point in oomaon • had then a tull.4tt" oonoeptian ot 
th• •S.S. and poni- ot the oapit&l.!•t estne ~ the iutve. With a quaint 
twab ot tel•o.loa Marx eaid repeatedl7 that it 1• the 1h1•tor1a&l ta1k1 
01" 1p!'S.Y1l.ep• ot oapitaliat aooav to CN&te • pJ'Oduotiw app&r&tu 
thatvill be adequate to'Z" th• requinmenb ot a higher tol"ll ot mmm 
oivillaat!GD" (2. P• .513). 
Man vu 110N opu.1.Uo in hi• propon• tor oapitalilJt dnelop. 
wt that hie PftdHNaor, Malt.hue Howft•• be attempted to giw a 
•teri&U.UO 1nterPNtatian to hiato'l"T• H9 l»lirnd that th• "Man 
obal'aoteriet.io•" whiah deWrld.ne th9 mod• ot prcduotlcm are. organisation 
ot labour, pogrephioal enTiJoon!wlt and &ftil&bili t.r ot tecbnoloa. 
Each 9005.et,y, he tel t. 1Mftt through tM .tap• ot prSaitt.w oOlllllUdm. 
al&w17, teud&Un. oap1tall•• and the tinal •tac•• •oai&ll• or 
o w1.. Ria Ollftt.Nl bel.ut vu that oa):litalia 1• OM ot th• •l"i•• 
ot artap• 1n the nol.ut.1on ot 1ooiat,y tawud the •ooi&Uat .tate. whioh 
11 the innitabl.• final. tor. ot eoonmdo, 1001-1. and pol.ltioal argani-
t.s.an. Fewl&lta, ti. Aid, aron out ot the ]'ll"bdtlw oOlmWl&l...tate. 
but 1 t led to a •truule betvMn RPI• and t.mal lord•• out ot whioh 
aro• a olu• ot .anoipat.d nrt1 who beoae ~tll and launoUci the 
tint pbue of oap1tal1-. 'lh1• ltap renlu 1n a hilh t.eohnol.ogioal 
adnn• but it luda to a •t.Nas1• betNMn the workers and th• oap1ta-
118t.8. 'Ibe vorken wwl.d .. l"I• Tiotoriou and e9tabl.1ah the 'diota~ 
mtp ot the PJ'Ql.etariat• (3. p. 8)4). 'lbia tral\8-1t1on would 1-S 
gr&dull.y to the Ml-tledged aoo1&11st (oaammnist) aoc1•~· 
1he Mal tbu1an doot.rine is regarded by Mal"X •• a libel on t.U m-n 
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nee. In ht.a 'riw, .... ponrt.J vu cm1¥ oaued tv oapitali•t aploi-
tatton. In order to undn•tani vha' Man belhftd th&'t tha oapit.all•t 
..,at.a '""11d wnntuall,y bN&k dam. i.t us aona1der th• •1n equaticm 
in ht. grcMth 110d•l• 'lh1a b the eqv.atian tor tM rate ot ~it ( R1 ), 
vhioh ia gi.,., ~ 
(I.l) ftt • L ( o • X l 
"+ Q' 
WbeN L • apl.O)"!Ynt ot labour tOJ'IOe 
v • t.he wage rate 
o • OUt.Pl&t per worker 
ud Q• • the t1Dd atook ot oap1tal. 
Aaeordinc to Marx, !n order for th• oaplt&l.iat. to svn:n 1n ~ 
ompet1t1w noe, new teohnique• mwrt oantinuall.1' be 1nt.1'odaaed, liY1nc 
n• to capital aoounlatton. All. renl.t. aore oapltal-1nt.uift and 
has l~intend.ft t.eohn!qu.e wUl b9 UHd to s.n .... the rate ot 
pro.tit 1n equatian I .ls the wage ~i. nat also be out to a aubs1at.noe 
lnel. BMaua• the oap1t&1-1nt.ud.n or labour •vinc dnioo duplaoe 
vOl'k_.., w haft what m-x oalled the '1ndutr1al re•rn ~ ot 
~07ld'• lhe bargain1ng ~I' ot th• •ork•l'll ta1 'nllbned aa a 
rMU'l.t ot uu ~o,vmnt and th1a enabl•• the oapltallst to keep nc•• 
down to tM nb•iatenoe lvnl. In the laag•ftll the• dnloea toJt •ta. 
tabdng p!'Oft t• bee_. •lt-c!eteat.1ng lud1ng to rnolutian and the 
diaappeannoe ot the oapitaliat 8J'•t.. 
For ~. the ent.NpreMUN u. it. ~ taoton b9h1.nd 
-• th• eoonmdo applloabllit,r or an 1lmmtion and who utllhee thi• 
1 
to the Ml.est. atet ttW eoanmlo dnelO)Blllt. 1h9 npp1.T ot •tft-
prenMZr'ial t.&lent w111 paw U theN u. adequate proftt.a and U the 
eoon.S.o .U..te h oomluiw to eoancmio er-the '!bi•.., be stated 1n 
-~t.ioal tom u 
(I.2) X .X(R, S) 
'l'bat ta, the~ ot et.N14.....aeh1p (I) 1a w r.otion ot the 
pl'Otit i.ni (R) and the 'eooial ol.S.te• (S). '!be oapit&UaUo .,..ta. 
aooard1ng to SOhmlpeter, VOQ1d bN&k delft beoaw it naa11d• ao wll. 
the arm1a1 equatS.an 1n th• 971t. 1• stwn bT 
( I.3) s .S(R/W) 
'lhat s... the •aoolal olS...te' (8) 1a ._. hnoUon ot the protlt (R) 
Oftl" the wp (W). Now beeau. ot the inn.nee of etr.c labov at .... 
wace• VCNld not. be eon:luaift to an adequate npp1.J ot •tNpa•llftl'i&l. 
talent tr. eq•tian I.). 1h1a letd• to the deetraetlm ot the •p1tali.t 
ol.u•. 
Williaa J. Bawl llWl'Uea Belmlpet.rta th1nk1ng in thU ,,., "The 
•pit.al.1st eoaDGllV• Mid ~r. hone wh1oh i• not oandu1n to 
...-tioiae It 1aput8 Ntianal.1.t atUbaclea and b&bit.a of ll!nd to tb9 
peopl.e b.r ~ MCDOld.o aot1Y1U.• ln Vh1oh Nl.1anoe on -.gio and 
npw.UUcm ia moat •dl..J' Men to be d18&PP01nUnc• Moftcrrw, a -w.r 
MGLOl'1 tOJ'OU ~to bMc- f..Slt&P vlth the rule• ot aritbmtio 
and~ with._. el-.ntar.J pr1noipl.• ot logic. 1'b11 PNYide• the 
be.la tor vn1d.nc ola•• d18GGDtent with ita lot and tor a utUitarian 
att1bd9 wh1eh 1-.da to d.-nda tor a wl.t&N at.ate. dmlnda wb.1ab u. 
takm up tmd promoted b.r the intelleotual.•" (a., P• 3)). 
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H'£"S'-P=£ -0•1 
Hurod .. n.m- quite 1ndependentl,J U'l"iftd &t praotloall.T the 
.- tcmmlaU.an ot an agpegat1ve arowtb model fop an ldftno.s HCl't.OllV"• 
Ifaniod. hannz-. d1aoua•• thrM kinda ot cNlfth rate• 1 the &crtual. Wd.oh 
gtne th• iDOJWllnt 1n prodwrticn that 1• poea1b1• tn AIJ1' periods the 
natunl. 1lh1ob u the rate eet bT grGVth ot the labour toroe and 1• 
oalled ~tall -:pl.Q1mllt N'tel and tU WPNllt.d• vbloh ia the rate tbl 
ent.NPNQWJ"• V0111.d 1U:e to ... the eoonOl!V att&t.n (5, P• 8.5). Dcaar'• 
ocmtrlbaUon 1• the w.PPlT •id• ot tM llOdel. 
1ht oentl"lll. point. 1n tu Harl'od and oa.ar (HD) model arl•• trm an 
~ about the dual N1.9 ot 1nftat...nt. Inw.t:.nt 1a both 
oapaotv-oz•~ and 1naam pneraUng. A.a luoh• 1t w oapaoit.T s.. to 
be ut1l11ed. the equiftl.ent Mii dwnd mat be .-.raw. The JIOdel aan 
be artated e1thn- u a aet ot ditteJWl09 o? dittereu.l. t1q11&t.S.GM. 
Denning (o) • the potential 8ooia1 nnqe i!lftl'ta1nt prOc:hMrtJ.Yi t.r ( 6, 
P• 14o) Ur 
(I.4) CJ • ~ I I dt 
th• HD4od9l oan be vr.t.ttm in Dcaar'• notat1an u the tollawing qatem 
ot dittermti&l. equt1on11 
ff• a.I (npp1¥) 
cz.n> 4 • a.-1 il (dnsnct) dt • dt 
ff • ft (equil.1brl•) 
'lbe tint equtian ~the 179tm r.n natea that tt. Nte ot lnm••• ot 
prodwt.in •p&oiv <ff) ha t'unoUon ot 1.nftatmnt (I) tor a giwn 
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(a). The MOcmd equatian .iatn that the rate ot 1n_..... 1n 1now 
( ft ) ta a tunotian or the Mte ot ~ 1n 111nn.mt ( ff ) wt.n 
the aarg1nal propensity to .an (a) 1• given. sw.titut1cm in the 
equ1librim oand1t1an ot the qst.a I . I l t in• 
(I.S) a .I • a.•! ff OJ' oI • ~! • 0 
wh!.ah 1a a ditterent.l.al equtioc ot the t1rat degree with ~t u 
the •1ncl• ftPiable. 'the .oluU.on of I • .5 i• giwn 'b7 
(I.6) I • rotJt 
vbeN (a:J) danoted the equilibri• rate ot pwth. Aa 1.ona u (a.) and 
(a ) .,.. ctanatanu, the -1.ntenanoe ot tuU ~~t nqu ... inftet.. 
met to ll'W at a oautant ocmpomad Sntere•t rate. 'Iha Ml.11Uon alao 
•PMiti•• t.h• Ml--paaiv rat.a ot pawth tor !now -4 oon.nmptian. 
Odng tM 1noa9 idmtity 
(I.?) Yo • lo + CO 
lt oan be ... that Y (equal• Yo• t) and c (equal.a Co• t> cci8t aa 
80.luttan. 1n order ror the inoamt 149DUv to be aatiatUd. 
tt 1.nYNt..nt. P'Gft at a oanatant r&tei (r), vh1oh dittera tr. tM 
equ1llbl"11a growth Nt. (cg) t what happm9 to tbl •OOl'Wll.7 l To invM~ 
pte th1a .tteot, ImaJo tmpl.o,_i th• av.Np pzoopauit., to inftn ( f ) 
and th9 anre.p rat. ot oapital. producUYi\r ( f ). Sinoe I • JO• rt 
wt.ft r ~ aa • the want ot caf4,ta1 ~t.d w-1.d be g1-nn bT 
(I.8) ~ - • T + Jt ertdt • I + J.o (er't • l) -~ -c» o o r 
Mt bHDBH lup l:t &.PJll"OMbu ~• M uYinl 1e 9q'11.1. to ill'nat-
met, tbe _..,..... Jll"OpedV to inft.t u -auifthnt to the .._rege 
Pl"OJ*l81f8 to _.... (a). Heoe, Y • a-11, 1dwft I• Io.rt end r ~ ao. 
10 
'lh• 1nCOM capital ratio ( t ) beoOHs 
(I.9) I• a.•Jt; 
I [+lo( -1) 
or 
Taking the 11111.ta of I.9 yields 
(I.10) II £ a. 
F.quation LlO 1nd1oat.. that 1.t (r) and (a.) &1'9 aaSUIHd to be oonstanta 
or it th•7 happen to n:l'Y 1n ~ .aa. proportions, there rill b9 no 
deepening ot oapital in th• eoonm,y (6, P• 142). 
If th• ratio ot produot1v. capacity (P) to capital (Jr) 1• d9Mt.d 
b7 s, then P equal.a a.K. 'lhrough the appropriate n1Mlt1tut1ons tor 
inome (Y) and pl-Oduotive oapaoity (P), the ratio ( i ) b9GOM• 
(I.ll .:K • • [Ko + foC•"'-1~ 
Taking the lind.ta ot I.ll yield• 
(I.12) 
'l'h• ratio ( L ) is called the coef't1oient ot utilisation and i• uauallJr 
8C1 
dmot.d b,y (8). To an.,.r th• proposed qu.•Uon, it the MClftOIV grow• 
at a oonatant rat. (r) that 1• equal to the tull •pl.oymnt rat. (aa), 
then the ooetnoient ot utiliuticn (9) is l~ and nw prodlJOtive aapa-
oity ot the eoonaa,y is being hllT utilised. Hawenr, 1t the n.te ot 
growth (r) tall• abort ot Cao ) , the equilibrilal rat. or growth at tull 
apl.01JD911t, thmi a t'Joaot1on ot the eoonmQ''• oape.o1ty', (1-8), is l•tt UD-
UHd. a.e&ws• or tu !allure ot the .OCll1Cllq to grow at tM required growth 
ll 
rate, 1mapl.o,_nt 1a crrMted. nd.a 1a anal.oeous 1n R&rro41a llOd•l 
to the J'MUl.t that U th9 aotua1 nte ot growth 19 greater t.han the 
vane.nted rate ot cr-tJl, •tftpawura vll1bed1a•t1.n..dand1fil.1 
adjut their polioiN tn 9\IOh a '"'1 aa to O&'U9 a deG?"MM in tb9 Mte 
ot grcRfth. ~ diftl'S•• ot th• aotual and warranted nte• ot 1l"Glrth 
lift8 ri.M to the 1nhalw1t SJ18t1Mli,t.y of th9 el. 
Ro• t.Pled to Pl'OY9 Sn a llOdU'led wHion ot t.ba HD mod•l that 
•taMU\y doe• u:1.mt (?. P• Jl4). Bia wnion ot tb9 llGdel 1• .. 
tollan1 
(LI2) 
I • oCft> + av, a €[0,l] 
c:tt • ocfi> + av , (eq'Q111br1ua) 
'11- tint eqw.Ucn in the q8t. I .12 •tat.ea that dffiNd inftat.-st (I) 
i• equal to tb.9 rate ot growth ot 1ftOGll9 cfi> p'lua ahcrtap ot •sdtal. 
(V). '1'be oonstmt (a) i• an irldtoattan ot the ~·· dedn to 
tUl the p ot oap1tl1 8hortap. tt (a) 1a eq~ to ••N• tlwn 
dsdnd inTeataent would be a tunotton of th4t nte ot gPOlfth or ino_. • 
th• .... u HarNd'• Jeai.nd inftet.n~. tt (a) 19 equal to cme, then 
equatian om ot the qet.a I.I2 at&te• that entNPNDnN vieh to 
inftn. nttio1ent q'Unt1\,- to kMp the shortage equal to MN at all 
u.. Buloal.lT. Ro• hu at.at.cl explicdt.1.J' whats.. illplloitl.7 ... 
wimd in the HD •culel. 1'b9 9MClnd equaUon ot it. .,..i.. r. I2 atatA• 
that tor equillbrim. aotua1 1.m'utmftt (I • aI) mast be equal to 
d•s1.Nd ~ (I • o<f > + av), tor a oanetant nuqe PNPIUiV 
to _... (u). 1'o gin e eoonamlo 1n~t1on ot equation taro Gt the 
qst.- I. 12. l t ..,. be m. ttAn in th• 1'02'11 
12 
(I.13) Q: I Y • ~ - Ill> 
dt O O'Y 
vbeN o • the •pit.al outpit ratio. tt there 1a abortap ot •plt&l at 
tM O\IJ"Nftt 1.n9l ot inocae (Y), (V) au.at be pollit1w. For a ginn 
(a.Y). the larger (av) u, the .. uer mu.st o<ft> be it des11'ed and 
aotml. 1.nftstaent are to be th• .... It the existing atook ot oapital 
u (K), then the .ad..at.1.ng .ruruge ot oaplt&l 1a Pftn b¥ 
(I.14) 
'IM growth 1n 1noaM and ahortap o~ oapital 'fM3 now be analysed Oftz.-
t1-. D1ttenntia.t.ing I.14 with N81)9Ct to U.. giwa 
(I.lS) • • • V• oY- K 
• B7t '• the 1noreue 1n the IOOk ot oapital, h 9qu&l. to net inftatMnt 
• (I• al'). 5ub9titut.111g tor Jr gin• 
(I.16) V • .,Y • aY • oY [ f • ~ J 
Frm 9q11&Uan r.13, (Y/Y) aa119 {a/o) 1.t the abortap ot •pital (V) 
1• negat1Te and then la Wrplua oapaciv 1n the eoanCllV'• Fo,r a •pltal. 
ahol"tap to aut, V must be poeitift 1 ••• , Y/Y 1• l••• tban(a/o) • 
• Prem equatiau I.l, and I.161 V and V maat haw oppo81te •i&ne• 1b_.... 
ton vhat.ftzt the 1nit1al 8hort&a• ot oapital ta. it vill al.va.r• approaoh 
uro Oftl" tm. RoH aa•rta that thia Nl&Um g1ws et.abllit,> to t!w 
HD •odel.. However, thU 1a exaotl.T Vb,J th• 1natabU1\y' ot th• }{[).eod9l 
u .., 1.rilulrmt 1n the 9)"8t.. that nm with alight aoditioaticm it 
1 n1na th• ... 'IM awrage propmaiV to aw (a) i• a ratio or a 
now to a tl.ow and 1• a pure nUlllber or oan.tant vh1le tt. oapl ta1 out-
put Ntio (o) 1e a ratio ot a •took to a tlow, which i• not a o0ft8tant. 
l) 
oe, 1n t.M 1 
decllne Oft?' time troa M Uait1all,y high v-3.ua. Honvei-, vhatnv the 
length ot the pwiod, to'l' a HD-\Jpe equilibri: to mdst th9 capital 
outpit ratio at bt gN&tei- than the pr.>pe.d.t,y to save (8, 
Piii 118) . 
Although Roae baa h.11.ed to show that the HI).aodel can be made 
stabh with juat a sllcht it1cat1ca, he oertainl.1 .bae ahotm that the 
llOdel llhould be aooepW on the bu1a ot 1ta K•.Jlle•Un deaand orienta-
tion. 1tioat1an in aooordan• with tM ceo-ol••eioal v1Mf ot growth 
ahoul.d be • rather than tM uau&1. orit.ic1al ot the l.&oJc ot reall• 1n 
Sol.•'• model aoo.ptied all o~ tu buio umnpttcna ot tM el 
_.pt ~ tued proporticma produotian tanoUan. a. u...t..d that t!l9 
u~-.i aal..1Md l l'llD phemea but 'Ued short run OGne»pb ROh 
aa ttw ault1plie1', the aooelei-etor, and a fixed oapital oo.ttt.otent.. 
lil.t.dt Sol.Oii eqppoaed that "tlw 8'.ngl.e oorapoaite OMHCH.t.J b pro. 
duoed. by 1abov am oapit.1 under .t&nd&J'd nM-O'•••i-1 oond1t.1ona" (9, 
P• 66). 
Y(t) U deeign&ted u tM rate ~ produotiGD and part ot W. pro. 
duotiClft h a~ and the J'fft is aand am inftat.d. !.anme that. the 
h9crt1Gb ot oatput •ftd i• (•) and ti. rete ~ nrinl 1• <• x Y(t) ). 
Let the •took ot oapital avallabl.e to the ocwmdty bt X(t) and n•t 
lnft.tmnt (the inCll'MM 1n th• •took ot oapital) v1ll be t • 7h• 
three equat.icu ot the Solow (S) model an r 
ft ~¢W JO ~ •1f4 ~· ...... eq ·~ 
~ 'i\l.P\ •(.i) onN .lllOqwt twii«WO ~ • ~ MIU e ~
lq ~ t'M-..1 ._. i• ?Mi.ia •toS -.iqinocfal si ~'r'I 0\ 
UDJill'(Oe icm:. US 111JROlll'1 ~ #0 .:iwqll «ri ~· ~l\01R'JA •.tM9q 
...... ,AOqW'[ e'tqwtJW.D 9IA .totda U'IJO +wtA twitd• '° ~ •• ~ 
eqi JO •tlJNd -n MR •u.~ UD}\ftbe am IO uonaioe -u •(\).! 'frtqW 
~ mo -'tUD ~lA ...S.p '8JU ~ JO uc>nmbl Te'J1.-..;np • •l qol'IA 
<iue°'I •x> a•• • ('I'll) .1•• • ; (l.t•r) 
••'Pf cr•x ~ -n ~ wrn.•1-"NtJ ~ ui 
~-~et{\ ~'RsqDS ·~ 10 e\,U ~-11~ 
n ._. eq\ 9l ·"lf'PtA ('1) ~N ·~·UDO • \W •......u>fll -.r.o; ~ 
~ ·~ mnwt\dod .__.. JO i~ • IV •.&DOqWt .il4'# uonar. 
'1ddM eqq_, 8l Q9I M\dlt Mti 10 UOl\-1» ~ 9qt •ptft eq WO t91-'fd• 
puw aGC:lwt q9JqA a; .ucrnacro.m. ~ a; ~nsqu ~ duN • 9" ~ 
•euo~Nd PG'U apan entd ·~ uonnpo.zd ~wq\ •~n typm.tO •'ti 
JO ~llI 't•• aH ~ JO •llD'R'JPQOO ~ ~iw elD· ... 
1'lllllUAzdJll U9 91 Ul'ROQl\1 UO~ SR,t •(J) ~-pin pU9 ('I)~ 
•qa:rv; Olq «A-~eq -~'A9qllll 10 -.nT'CJCtP"d tnllol.lJ~ 
tnl" uonocau ~ ·~ •l •i-+"""-~ -u -.mtiu ;o •noun1 
'I •l (twitd• #0 ~· ~ tri •!uwqo SD) ~~Miii ~ \wq'i •.;~ 
•iq& -'l'R•Pl o~ • •1 m:R'lll'be 8llU. •a•1 ~ ~ 10 urrn.-
\Ul.J «R 111 llM9 81 i-pam aB etR ·~ telX*-S Mf4 :0 ~"1WtPIP -U. 
~ 0'1 • 1 
('I'l!) a • .1 (CI"l) 
x ••• * 
(I.18) K • P•L • r•L ,;nt 
0 
1.S 
Ditf_._t.i&Ung I.lB with N9J*lt to U.- gifta 
(I.19) d; • L0 .zrt f + rtr•L0 ,/'t. • t 0rrt CS, + nr) 
" d.t 
Ect•Una I.17 to I.19 ciw• 
(I.20) a•F (X:. L0 e'lt) • L0f!it (r + 111") or 
Lo•nt Cl. ' l) • L •nt (r + u) 
L .,nt o 
0 
Di'f'1ding 1*-:.:tbe o an ~aotor. L
0
fllt, sin• a ditteMnU&l eq•Uan with 
anl-7 the •plt&l laboaP nUoa 
(I.21.) f. + nr • ••P(r./Lo"1t, l) or ft • ••F(r,l) - nr 
'IM flmotian F(r.1) 19 the total pNdmt -.- u ditterent Cl_,.u,.. 
tlaa ot oapital are emplqf'ld with ane unit ot labour. In otbtl" wrd•, 
in oap1tal P9J" hMd depend an the NlaUan ot ntpxt pw W01'k:el' to •Jd-. 
ta1. per 'WOl'ker.' So1ow best ....nwt 9t1uat.1on I.2'1 bJ' 8tat!ng1 "PD!" 
flftJ7 l• 19"1 or 1ftOCll9 per h-4 or Nal ... J poptllat1cn tend• to 
lnel.• ot 1nOCB9 the nt.e or popul.a~on pcMth i...i. ott aid RaPta to 
dMl1•" (9, p. 91). 
~·• crawth llOd91 u deldgMd to 9bcllf the 11.111taUcma of tbl 
HD-aodel, vbioh vu 1nlt1all7 tonml&t.d to d•tesdne t.he requlrwnta 
tor •t.Md3 pwtb 1n an m'fUlOed ~· Sol.ow al.H .. N*! that 1t 
th9 tn1t1al rat1o ot •p!.tal to labomt 1• h1gb9r than tu eq1111Sb.Pl• 
T&l.u., •Jtt.tal and ntIAtt v1l1 pow alonr than the 1&boaP tOMe. 
Beo&w a apecd.tio produotian tunotian bu aot been wt r :1 , mT a 
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ftiriahl.ea. tt 11• 1'2• ····•'71 &N dHignat.-l .. tarpt ~·an:! 
11].t •2• •••••••j AN ~ ~. the tbe 800ial .. lfaN 
nmot1cm 1a ~ted .. 
(I.2') W • W' <T1• 721 ••••••1'11 91• '2• •••••••j) 
th1w the umtpticm that oantimdt\1., d1tt..,ti.abll1t,-. and tbt 
...,ed-ol"C!er ocmdit.tcma tor a_,..,.,. exiat, the optiJma .. t of 1nnra. 
.mt ftl'labl. .. oan 1» tOWld by ..ttlng the deriftUft• ~tu veltaN 
!wt.ion with re9}>Mt to taw. ~t T&l'iahl.•• to snoa 
• E /!~+Jl!..•O 
(I.24) dsj 1 1'1 b•j 6•j 
..,. <:~~) ...._.. the etteot ot lnatrwnt •j'• chap oa tupt 
ft'l'tabl• 71 •teri• }l!ribu• 'Ibo JIU't1l1 derintiw ~;1) .-...... tb9 
wltaN blpaot ot a~ in 1't• tbe t.&l'pt Wl"kbl•a FOP e&l'd1nal 
wl.taN hnotiona ti. inatzewt ftr1abl•• em be tm-thw ol.aadts.d 
t1w 90GDGl1o poliOJ" aodel, the planer would nMd a quant1tat1ft 
(~) model wh1oh ••t.e up • statintoal Nlatiamhip bet.Mn tu 
tarpt vaz.1abl•• and~ 'IV1abl.• with g;lftn oautft1nta • 
l»t.h Mt. ~ ftri.abl•• tt the llOdal. ia ftud, the n1taN hnet1on 
vUl oant&in t1nd tazpt n.lues. tt it ia a tlexibl.• model it v1ll oan-
tan wall ftl•• that w11l opt5.Jd• tiMt nl.taN ~ion (lo, p. 56). 
1he HD •odel. ~ be adapt.ed to th18 ~. '!he mat precrtJ.:L 
_,. to plllft ta. eoanm1e ctn.loi-at 1a to eatahl.im a tupt tor N9l 
18 
Capital b91ng a eaaroe t&ator 1n un.r under dnel.oped coantri••• th• 
W>-iaoillll 00\ll.d be connnimit.1¥ used to show hew this tutpt oan be 
th• golila of ti. planner to 1- aocmpllmhed. Ccmddn tlle tollwing 
d-1'1td.t1anal equt1on11, 
( I .25) Y 
(I.26) y 
vhce y 
cP 
aC 
cI 
.E 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• 
cp + oC + a1 + E - M 
DYJ. + ot + It 
naUcmal 1nooa9 
priw.te ~on 
g0ft1'ftlllllt ~ 
total inft~t 
export ot good• ed ••"'1.oe• 
import ot Sood• and •nloe• 
di.•P>Abl• 1no~ 
du.ot tax.• 
indiNot i.x.a • 
1b9 geneNl. ~ equ.atien tw th• thJea1 •otor •06bGilij' 1a a ,_ 
of ti. dittaret povth rat.. 1n eaoh Metora 
(L27) X(Srtl~ - X(t) • AI G -"(" ~d \ ---"(dd .~1)+o•t t Y ti) Y • 7 a O•P-~ ,..,..- -" X..O• 1 
1lh9r9 o • marg1nal. or 1n01 1nt&l outJQt-oapi.tal ratio 
9J>. &ftNg9 propmalf\v to ..,,. 1n the priw.te NOtOi-
dd •rat.lo~ clireot taxes to 1noOll9 
d1 • ratio ot ind.izo9ot taxee to i!toae 
1'1 ....... pPOJ*Uli~ to 1J:lport and 
ix. &ftftp propeuiq to apol't. 
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It' the IO"l'l'lll9Dt uY1ng ia equal to IN'O and t.Mre 1• no f'orelgn aeotor, 
911uaUan I.1:/ Ndw• to 
(I.28) G • o•al>(~d) 
7 
1bt pol.le, pnbl• inYOl.ftd 1n equation I.2? 19 to •t th• patt.m ot 
COftlWt uring. For 9U.11)4e, 1t gowrwt Kf'1nl 1• to be pMter 
than pri.ate Kdng, the priTate eeotor of the ectanGIV' mat ~ tU 
.... .....,. d1Not tau• to th• 1onm.nt ff u to nable tM 1onmmnt 
to b&'n the Nqu1Nd !nftat..llt that vUl c_.rate th• inor••• 1n 
--.. ... u.,. oapaoi~. 
Hanns ..V.bl.UMd tb8 tandamntal gNWth *l•tlon I.'Z'l, a tept 
toz- the Moe88U7 growth ot national l'9al 111o .. oan be ..i. It 1• 
nnt deaiNble to eaU..te the tut.me .PDPQ'.1.atian and ~ NQllired 
•tandard ot ...:i. national 1noome per •pita. G1TM t.lMt PNaMt per 
oapita 1noam (7,
0
) and the PN1191lt popo.1.atlan (p0 ) 1n the !n1t1al .tap 
ot the planning horiaan. the Nte ot g..tb ot real nat1Gn&l s.no.. 1• 
oalaulated tr. 
(I.'.)2) 7J>0 (1+Gt) • 7tpt 
.u the planner bu ~ poatulated the tutun etandud ot 
11Ting OP per oap1ta 1nome (.rt) and the tutve poPQ].atioa ot the 
nation (pt.) bu al.H been e.U.ted, th9 requu.d growth ot real 
national inw (Gt) bMomea th• aal7 unknolln quantity 1n eciuation 
I.32. Solvinc tOP Gt 1n I .)2 g1wa 
(I.'.33) Gt • TtPt • ToPg 
7oPo 
A8 -:r be expeot..d t.heN i• a oaaftdvable ~ ot ocmpl-1.ttT 
u800iated vith a pol.J.q model tor a d"9loping MGftalV'• For~. 
20 
it th• objeotives ot th• p1anner are maxinnDl income and tull employmnt, 
he might heft •• his pol.107 1.natl"UMntsa oapi tal. btporta, d01M•t10 tax 
rates, trade polioies, and th• allocation ot gowrnmmt illwatMnt. U. 
ie aleo oonetra1ned by the 1Wtat1ana ot th• OOllpod.t1on of demand•, 
balanM ot ~nts, l•bour and capital suppliM and their re•peot1ve 
NquiNmnt.8. Theretore, 1n an open und.el'dn•loped "~, thAt HD-llodel 
oan be appl.19d to deYelopmnt planning with the aid ot th• anal,yt.1aal 
Hah&l.M9b1•' bi- tnd tour-1eqtor !ocf!l• 
In al••• aggregaUve ~.let u• now con•id•r th• bi.- and 
tom--MOtor models ot Mah&lanobi•, which ,,. aball call th• K-ltod•l. The 
bt-•eotor model divides the eoonClllV' tnto tlto ~ notoPtu an inw•t-
..,t good• aeotor and a consumption good• •Mtor. Let (A1) and (>,0) be 
the pro:poJ"t.1.on• or inw•taent allocated to p!'Oduoe 1nw•ta.nt and oon-
tNllption good• !"9&peotinl.y, and let (13 1 ) and (t1 0 ) be their reapeoUYe 
capital-output ratios. Th• bi-••ctOJ" ~.-model 1• stated &et 
It • It-1 + Ai Ji1 It-1 
(I.X4) 
+ 
A aolution to the ti.Jeat equation 1n I.I4 1• given by 
(I.34) 
where 1
0 
is eqw to initial inftat.f\t at t equal to a.ro. Let the 
planning hor1son be apeollied •• ( T). ThM the dittevenoe betw.e\n 
21 
inve•t-nt in ( t • -c ) and ( t • 0 ) will be 
(I.)5) 
Fl'aa equation two ot I.14. ( Cr_-C0 ) ia derived ••a 
(I. 36) C 1: -c • ~ J. I ~ (l.W.1~1r -1 ~ 
0 0 0 \ i1~1 ) 
Th• Nault ot adding equation• I.3.s and I.36 1 •• 
(I.11) Y"t ·Y0 • I 0 \ (l~1P1)r -1} ~  + i} l 41~1 
SUbatitut1ng (I0 • ClY0 ) in I.'1 and tn.naporing (Y0 ) gifts 
(I.)8) Y -c • Y0 [ 1 +a. ( A,j:l;lA!Pl) \ (1~1~1)" • 1 } ] 
'lh• objectiw in the Mah&lanol4a aodel 1• to &llooate a giftn 
amount ot 1nwat.nt beW.en oonaumptian and inftatmnt gooda ao •• to 
MX1ai•• national 1.ncCM in Iccila'• tint tift ,,. ... planning model. 
Froa equation I.36 it oan be •Mn that it the ftl.u. ot CA1) i• ttud, 
(Cl
0
) and (Y0 ) being oonat&nta, th• U.. path ot national income ia alao 
tixed. 'l'be probl- 1• tlwn to find the valm ot (41) wbioh M x1wiua 
(Y ). 'lhia ia aoea.pl.iahAtd by taking th• partial derintiw ot (Y ) 
with reapeot to CA
1
) and equating it to MrO. W'ith 1.5.3 79U• u a 
plaming horuan tm max1JIUJll inow 11 ct.te1'111ned with 4'1 • 0.3 (11, p. 1). 
Th•M 19 a bario ditterenoe bet.nen the HD-model and K-aodel. f!'Cllll 
th• po11q point ot Yin. 'nl• tor.I' nlie• on the aarket toroea tor 
inwatment deoiaiou vhU• the latter dep.nd8 on a oent.Nl planning 
authori~ tor such deoiaiona. Both llOd•l• an dJd.lar. honver, in that 
the U.. pattarn ot incame povth MT be detel'll1ned. Honwp, th• UM 
path ot inome in the M-model depmda on a 1N&ter number ot atruotural. 
ooett'loienta g1Y1.ng ri• to an owr all oapit&l ooettioient vhiah 1• 
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cte11poaed ot a veighW awrep ot tM two HOtoNl. ooetftoi•ta• 
~ bi-8Mtor aode1 1• extended b.r Mahalaobl• to toar-aeoton 
(12, p. 46). 'lbe old 1.n'n•tmnt notor i• •1nta1ned but the om.,.p. 
tian -.otol' 1• turther nbdinded into ~ aeoton a ~ • all ocmn.p. 
ti.an load• produoed hr modem taotori••• c2, all oon.-ptlon goods pro. 
dune! b7 -11 and hou• hold taotoJ'i.•• and. c3• all •"10•• nob u 
bNlth and eduoaUon. A nw ftri&bl• i• 1ntroduoed 1n tlw tov-e .. tol' 
anal.7ai• - -.p\OJmRt (N) • vtdoh renl.ta 1n bro target Tariabl••I (1) 
a PN-d•~ lnel ot tno... and (2) a pil"9-determ1ned ln.l or 
•p1.01MDt. 
BeoaUH ot th• 1ntl'Odlaot1on ot th• -.pl.o,..nt nrt.ble tbeN i• 
alao • MW para9t.9J" oalled th9 HOtoral la~pital Ntio (8). Let 
total mplo:r-at (lit), total 1ftoca9 (Tt). and total 1nft1tMnt (It) 
tot'W1t,. in aotat1on let H1• T1• and Is. be Npr989Dted by N4. Y4 and 74· 
Nlpeot.1.ftl.7• !l\11 g1Wa the follawin I 
(t.39) Nt 
4 
• t w 
yt 
4 
• t (I.40) w 
It 
4 
• I. (I.41.) 
brl. 
Und•l" the unmpt1on ot a co.pl.aentarr produotion hnotian ~ 
the (l:f • •) and ( e' a) are knOMft oon1tanta, t.h• toll owing NJllN80l'ltat1on 
~ the MotoNl. inanu• 1n 1nocme and empl.019nt :nnl.i.1 
(I.42) 
(I."4) 
(I.4.5) 
(I.46) 
(I.47) 
(I.418) 
(I.49) 
Hi • rt 
N! • It 
Jf' • It 
.N4 • It 
Il • rt 
Y2 • It 
Y3 • rt 
Y4 • :rt 
2J 
~ 
91. 
~ 
&2 
~ ) 
~ 
84 
).l~l 
A.~2 
)."'' 
)..,,4 
Unitcmdtif U Jll"9 .. zwd by allowing ~it ~i and 81 to be NJ'Nleftt.d b,r 
>..4, tl4 and 94, N11peotinlJ'. 
Exoept tor tb• dlNgpegatift tormalatian ot the fGIQl'l.9eotor model, 
Mahalanob18fa objeot1ft 1• the .,._ .. 11' the bi-NOtor aod•l•••••naael.1, 
to 1fark at a U.. path tor national 1nOC119 that 1• ocmpltibl• with 
out.am tn1U&l ocndlt1ona. 
S.ttbg up th• ftrl&bl•• 1n the Tinberpntan h~J'k w hlftr 
Data a P1, ~2' P31 P4e 911 '2• 931 941 It 
.6.B (•Nt-lf
0
), /::lY (•Yt•Y
0
) 
Inatr..nt.a1 A.11 l.21 >..31 l.4 
hN are eln.n equatlana with tlritl.n lln1cnOMD q111nttt1••· To cl.OR th• 
qat., Mabalanobia added the defu1Uona~ equat1cn1 
(I • .50) 
TM deteJ!ldnatenua ot th• model ldght rough1,r be oauidered •tbe-
•t1oall.7 1»9ai.bl• with th• 1noluicn ot an additional. equation. TM• 
S.. U8ing th• wek criterlcm that tJw aolubll.1\y ot a qat. ot eq•Uan• 
d•i-nci• on 11hathel" th• n1Jllber ot unknOllfn• an ectual to the maber ot 
equation.a. Howner. newing the odel tram • standpoint ot ))Q1.107, 
t.Mre an th.Ne !m't.ruMnt variable• and cn1T two ta.Pget ftZ"1.abl••· 
Thh vould ll9an that there 1- not a un!qwt solution b9oaUM tJwJW i• 
am palio7 degree ot heed.ca. tbe tera ''depee or fl"Mdca" 1• ued 1n 
the Mn.. ot the nwaber ot aopnoua ftri.abl.•• in the qata wbioh 
d•tine• tt. degree ot nuib1llv ot adjuat.Mnt. In order to ... the 
pol.ioJ •d•l •• atnotl.7 deterained u the theoretioal llOdel.. Mahal•.nobU 
a.rs-s tti.t an tht baet. ot the bL-Hotor model an optima ftlue ot Ai• 
(in our O&H A4), bu been tound and ao he oonsldera its Tal.ue u 
cinn and oapabl.• or being tranat•ned to the rour-a~ anal.1•1•. 
il•o he argu.ea that tu de.t1nit1onal. eqv.ats.m I.So autmat1oall7 el.1111-
aatea an 1natPuMnt nriabl.e. ae, the naabff ot target Ya1"1&b1•• 
equ.la the mabeP ot inatramnt nri&blea 1n the ~. 
0pmtima1 •mot! ot a •9d•l 
An illperiaat prob].• &J'i••• when thee an degrM• or tNed• in a 
llOCWl like Mah&lmob1•'•• 1hi• prob].• relate• to the O?eNtionalit.y ot 
the llOdel. BMaUH 80GDOll1ata baw ~ OOMtd!Nd t.Mir diaoip11M 
to be an ~ nbjeot. the d"9lo}11eftt of pnenl t.baoJ'lta haw 
been nbjeote to •pirioal teata. 'Ihwl, an opentian&l propoaition, 1n 
the 1•111•Nl """• 1• one that 1aplies or •tat.es an operat.ion that could 
1n prinoiplt be pel'1'or.d, iii. nsulta ot 1ddch teat th• ~po•1ticm 
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(1311 Po 150)0 ll tor •om t1n&na1al N&ean• th• OP9rat1an oamot be 
ptrtoned~ th• operat.1cmal. ah&Noter ot the pzoopoait1on 1• not deatl'o,Jedc. 
ni.,.. uie al.•o tn. eooncnleta ot th• •th-tioal •ehool who OOftl1dU' 
fUnat1on.al Nlaticmahipe UOft1 obMrnblJt Tariabl.•a and tJ19 opuat1anal 
11gntt1oanoe att&Ohed to the•• f'anot1onao In ti. oa• ot a 1'1not1onal 
relationahip a necte•Hl7 and nt'tioien't oaadit1on tor th ... t\metlan• 
to haft oper&t1onal. .-n1ng 1• bn>othe•hing that they aN •t&bao Ift 
senenl, th• oi-raUanal test ot th• n.aw1v ot. tunoUon 1. 1i. 
abll1t,r to prediot ahanp1 in th~ dependent Y&rlabl• haa obanpa in the 
1nd•PIDd9llt YU"1.abl•o 1hereton, 1n eooncaio tbe02761 1f hnot1ana are 
UMd tor anal.TUO&l parpoaea and are to be opv&t1Gll&l., a-. 1ntel'PZ'9-
ta t1an ot th• propertiea ot their 1tabil1y anu1t be ~th9•1Hd 1n 
OJ'dnt for" one to know a pred1ot&ble ahitto U 0 bCIWWr• • hnoU.an 
taUe to haft &00\ll'&te PNC11otabil1V ot ita ahitt, the 1'1Pot.Mri• ot tta 
.tabiliey ta N:tutedo For 9Unple0 1t a demand CNl"'T9 i• not stable, aoe 
w1ll not be 1n a poe1t1cn to pndiot ~ qu.mtltatift abcNt tta 
elope or •1.UUeity, 
Then 1• al.•o th• OOD.oept ot stoohutio tOJmllatlan ot tunoUona. 
In •--1••• u 1n all -.p1r1cal Mienoea, it 1• ftrT d1.tt1nlt to 
haft all ob•nat1cna ~ •aot.13 on a O'Vft. '!he dniat1on trca the 
Wl"'N 1• ""' a1pifioant in eocmcmlo tbeol7· Th•re ta ta MOh ftl..ae 
ot the independent variable •om eort. ot probablllt.T d1at.ributian and 
bn>othea1ud stable etoch&atio tunot1an vhiob vould Jl&k• a pN01 .. 
.tat..nt ot th9 panmte~• d .. orib1ng tJw probablli\f diatribuUan. 
RA•••r, eiW ti. initiation ot tM phr&M "oper.ti~ reM&POh" 
oper&tianal prob]. ... haw NMiftd a •peoia]ipd wn1ng. In th1• ._.., 
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a prob].• 1• regarded •• being operat.ianal. it w oan oanoeift ot a 
llUl.tipl.ioiV ~ po•dbl• aolut1on• oa.t ot which on• 1• Ml.Hted u 
opt1mal. in Nl.at1an to acae PN-d•tel"ldned pretereDM tunot1on. a.no., 
1t a a.yet. OJ" aodel. 1a olo89d matn..Uoall.J', eolutiana &N lJftiq•l.7 
dete"'1ned and no opt1aie1ng 1• il'rlG1..'Nd. 'Ihi• pl.aoee tM tov-notor 
M.laad-1 in a non-opent1cnal oategor;y. In eoaaoad.o poliq, hannr, 
the vol'd opwatianal. t&k•• an a DION tlaibl• or poaitiw -n.t.na. A 
llOdel. do.a not neoe•earS.l.J' han to be o:pa to'I' pollq JNJ"PO••• it must 
onlY haft th• oapeil.1~ ot being Ntu.ted. TharetoN, 1n th• n01'9t1ft 
HtUMt ot th• VOl'd, the t~HOtol' M.aod•l 1a nan-opel'at1mal but 1n a 
poa1t1-n 98J\M it 1• oOnaid•m to be opent1on&l. 
1be bulo ontiohm ot the K-mod•l oent.H an th• ttxatian ot the 
e•a and '•• 11\1• ttxation ot th• output oap1tal rat.lo• renlt• 1n a 
oonatant t.obnoloa 1n the tat:IZ' •eotora. .l teohnolog1oal •thod ot 
trial am el'l'Ol' 1• ftJ7 M098MJ7 1n ~ pl"OduoUve .-otora ot a dnelop. 
1ng 900!10IV• 'I1i. odel 1• ~ opoaite ot the I 91Ma1an aodel 1n that 
1 t 11 su1'P17-oriented. Mahal.anob1• tollOIM<! tti. X•J'll .. ian dtne1an ot 
intutment vhich 1e t.lworettoall.r Nl.,._,t tor diaggree&tift pmopo•a 
but vh1oh 1• not applioabl• in pncti•. In 8J'ite ot the aodel'• 
lia1tat1on• it bu toJ"Md the nuclna ta dnwloi-nt. planning pul"pOM9 
and 11\Wt be looked upon U the ):dODMl" model in thia tield. 
L!et1tl' • etatio Ind d!ne1o 19dtl! 
1he •al7ah ot cen-Nl equ1l.1bzoi• prob]. . 1n ten• ot 1ndutri•• 
1• d1» ~to the p10DM2'1ng woJ'k ot Leant.ht. Th• oentnl 
t•ture 1n hi• aa:i.,..ts is a teohnologr be.Md on a •rl•• ot an ... parueter 
produotion tunoUam. 'lb• •CIMllO' 1• uam.d to haft R tndutrie• and 
M o~u... Eaab inclut.17 1• ••nmci to PNdUOe jut OM o oditJ' 
bu.t. ,.... aiq 11111ber or the otbno OJI odlt.1•• .. 1ntel"Mdi&te 1npat8. 
there i• a UnMr iapat. • outpit relation ot find )a'Oportian•• Th.1• i• 
(1.j • i.2. •••••• n) 
1lh9re Xi.j i• the output ot the 1th 1nduab7 going •• tnpat into the jth 
indutrT. D'1 the •tatio anal.7a1a then 1a no explloit mnt1an ot 
oap1tal to:matians it u inolw:!~ ... a t1na1 demand MCttor. In Ol'der 
to introd,.. oapltal tOl'Mtian let u oauid•r tM dplaio qatea b.Y 
.tvt!wl" introducing the oonoept ot .took and nw. Redet1ning Xi.1 u 
the tl• ot the 1th produot 101n& to the .1th induatz7 1n ea. detinit. 
U.. P9r1od and l•ttinc btj •tand tor the outpat-oapital ooettioient. 
thn there 1a • paioporU.anal relatiansMp be~ s13 (th• CNtpit ot 
the 1th tndutr,r held •• 8toolt br tb9 jth 1ndutJ7) and the pou outpat 
or th• jth indut.17 cx.1). '!bat 1 •• 
(I.SZ) s13 • bt..i'j (1,j • i.2. •••••• n) 
Dittenntiating 1.52 with :re•peot. to ti- gin. 
(I.5)) s1 j • b1}j 
Th• b&1.anoe equatian tor the open LffnUet JIOC!el, dulgnated t.mod•l, 
oen a. vritt.n u 
n n • 
1t • ;.,. I1j + ;.,. b1J1j + x1 
Subat.1 tuttna equatian I. 51 1n I • .54 giw• 
(I • .55) 
wbeN xi. i• ._. t1Ml bill ot cood• that i• nan-neg&tift. S1noe 1n 1.55 
Xi 1• gre&teP thM .. J'O, w ~a non-hcaopneou ditt_..U&l equticm 
with both a pMral and part1oul.ar aol.ut.1.on (14, p. 292}. 'IM •r a 
ooett1o1ent •tri•• (alj • A) and Cbtj • B) &N u8.-d to baw non-
Mg&U:n •1-lt.. Tbe7 are oalled inJ'Ut.-cnatput and •Jd.tal. ooettioient 
•trioe•, Nqeot1.,.17. ni.• •triaee •N al.ao tndMGIJl09•ble 1n that 
110 trenllto.-Uona (penmtat1on ~ the rau and oolum) Bi•t that would 
pat thm in tU tol'U, 
(L'6) ( ;u ~) 
napeotift1¥, wtutre Au• "22• Bu• and Bu AN aqUAN aub-Mtrioe1 en 
the main diagaaal. In other word•, indeoompoaablli q w• 8"toNl 
1ntndependenoe in the qet.. The powth ot one notor ie deJ)Mdmt on 
povth 1n the ot.her ..otor•. 
FOP th• pGllq ll&kezo, tb9 dJnaio OPID L-aodti 1• 1apol"tant 1n 
that the MO-hmopneou •lnmt. Of the ftnal bill ot 1ood•, belnc nt-
dd• ot the odel'• ~. Oftld be 11~ ... •Jahted int.rpNt&. 
Ucm • that the .ol.1lUon ot the n~ equation would tndioate 
tM powtb pett.m that th9 dt.ttennt eeoton 11Ut tollaw. 11w t..od•l 
11 applioabl• to dnel.OJ89ftt planning 1n th9 Nnae that the NOtoJl&l. 
oapltal-cNtpat ratio gift• taotual nideoe ot the qunt1tf' ~ 1.nftltmftt 
need9d to inOl'Mff grawth ot a ~ eeotor. 
Im N'W• wd!l 
Van Newim deftlOped what 1• llteftl.l.J' known .. tbe tint geeral 
equ1libr1• anal7da ot ~o ll"Ol'tb· Di ttw Ton N......um llOCl•l, 
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called th• Vll-noclel, th• bl.no aawaption 1• that ooamoditiu a" not 
only produoed by natural taotora ot J'l"odUCtion but by ••oh other (1.5, 
p. 2). lb• process ot p?"Oduotion might also be a t'ircul.n• one. That 
ia, ooaaocl1t,r one might be produo9d with the help ot ctomodity two and 
Tice w~aa. Th.is proo••• ot produotion oan be ocmpaNC! to •olYing a 
aathnat1oal moobl J'tlft!"ri.vely, wh•" th• •olutton ot the proenou 
pel"iod plq• a aub8tant1al role 1n th• tornlatton ot a aolution 1n th• 
nut period. Th• econ°"" is alao to produoe, und•i- the ••RaJ>tlon ot a 
1111Hl'" homogeneous produotion tunot1on, N good• vitb M proo•••••• W." 
tb9 number ot proo.• .. • oould nec.eNl"il,y exeeed the mmbe?" ot goode 
produced. LaboUJ' apaneion is ooneidered unlimited and th• oonnmptian 
ot coed• can only take plaoe through th• production ot aor. goods. In 
other worda, canSU111ption i• a part of technol.ogy and thia eliminate• th• 
concept ot de.and in the iisodel. 1'le FObl• 1• to tlnd th• wost profitable 
Pl"OM•••• that will be ••soo1ated vith th• produotion ot th_. N goods 
and the prloee the7 wUl obtain on ~ ...at. 'l1la MOftCllV' 1• tu1l7 
interdependent DOl'lg a.oton beoauae ..,.17 good i• 1n~ftd 1n the pro-
duot1m or eveey other good. Henoe, th8 qwtft ie Sndeocnpoaabl• and 
t.her. 1• unltom growth in ~ .oan-.r. 
1he VN..odel 1• written 1n tenu ot inequalltl•• rather than 
linear equation•. TM input ooettioimt 1a defined aa the eua ot wo 
quantitt.a - it ia the qunt1t,y ot good j nquil"ed technologtoall.1 per 
unit in prooea• 1 and it 1• al•o dettn.d u the a1nt.a aaount ot good j 
nHded to k"P workere on th• job per unit in J>J"OCM•• 1. 4111• output 
ooe.t.tioiat NJ>NAnt• th• aount ot good j produoed per Wlit 1n Pl"009H 
1. Let 0
13 
and bij denote th• input and output ooettiaiente, re•peot1w17. 
It 1e u.-.d that (o + b ) 1• gnat.er than .. n. 1h1• aanaptton 
ij 1j 
8Nft8 that "917 pl"OO••• maat ocnnme o~ produoe a poaS.tiw amount ot 
rte'r'J' good. Let x1(t) be the lnel at vhioh th• 1th pl"OC9•• 01" aotirl~ 
ia used at period t and x1(t.l) the lenl at period t+l • .lt the 9ftd ot 
per1od t th• eoan-1.o qatea baa St'ailabl• an e:xaot amimt ot th• pro-
duoti Ye aotiritiN ot tbi• period. Thia anll•bl• npplJt li.Jdt. the 
prooea• 1ntena1t1•• aY&ilabl• in period t.l. The inequaliU.• ot the 
VH-llodel area 
• (I.57) a 1. o1j1t(t) 1-1 < -
(I.!8) > -
where (a.) ta tb• rate at vhiah the eoan_, 1• 1rovinc1 (~) i• the rate ot 
int.Nat and pj (whiob are ~tel- than uro) &N t.U ••If..._ prloea 
ot tM N goodtl. 
1he eoon-1o •mini attaoh«l to 1.Mq-11\r r.51 1• that oonnaptton 
1• ai_,.. leu than or 9e1ual to total production. U the eo~ oan-
nm• l••• than it produoea, an e:xo.aa ot ~ renlt.8 in •om Mro 
P!'i••· Thu, tor a •on Neumann prioe to Hi•t at leaat one equallt.7 
aut bold 1n I .Y/. In tbe 1nequal1\y I.'8 the Yan Ne~ .. ro profit 
ocmdition tor a long-ran ompet1t1.w equilibri.ua h ahom1. Thia 
il'lequal.it.Y UMrl.• that the expenditure outlq an tti. inputa (1nolllding 
intenat coat) tor th• period t 11Ut be gM&ter than OJ" equal to th• 
nl• ot out.put. ot the prooea... Van He\IUM prom the uiatenoe 
and uniq•n .. • ot an equilibri• rate ot gnwth and that thia rate ot 
grovth mat be 4'Clual to the 1ntere.t rate 1n order to eatuty the Mro 
protit ocmd.ltion ot long-run o011pet1t1w 9C1ullibJ'iua. 
In aen•Pal, balanMd (or equll1bP1um) growth doe• not Moe••aril.7 
1a?l7 •tt1oienq int.~. Honvwr, balanced crovth 1n th• van 
N~ •nM 111P11•• interteaporal ettloS..07 beoau• a neoe••U7 and 
wttio1ent oonditian tor thi• type ot •ttioieno7 1a that th• aars1nal 
nte or nbetitut1an1 ot ADi1 two output good• ot a prrtious period be 
equal. to their arginal rate ot nbat1tut1ons taken u 1nputa tor the 
next i»riod. 'l'td• oondition 1• eatiat~ed b,J' tM VN..ad•l and the Yon 
N--= 9C1uilibrl• pwth path 1• opt.1ul. 'ltd• proJ»J'V al• usooi&te• 
the Ycin N~ ~ ot balanoed gJ"Olrth vitb one or the turnpllr:e 
thiMr..9. !a etated by J.K. Sengupta, " ••• there 18 a 1.onc-l"Wl tenden07 
tor th• ett1o1ent path ot •oonamio growth to appraximate tb9 YOft Ne...ui 
rq ot •te&dT balanced 1NVth, althOUgh the eoanoaio qet.. start. trm 
an initial. az-bitrary poattion and the teN1nal gNlrtb oond1t1ane .,.. 
alao tixed 1n advance" (16, P• 339). In dn.lopaet planing 1t 11 
ouatomar:r to poetulate ._. IWd.ma rate ot gnvth tor the Mc:maiv to 
aohine 1n th• mnsau. po1dbl• tw. the Yan Neumann an&l.p1e 1• t.lwN-
ttW paM.iaul.arl.r relnant 1n l••• d...,.loped eoonomh• vtwre both 
ettioienq and rapid powth an taportant objHtine. 
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CHAPTER IIa INSTITUTI<JfAL FACTORS 
Sooio-h1.tor1_e&l Baolcground 
nt• matb ... tie&l model• (•• de80rlbed in Chapter 1) are ott..n 
inaapable ot aooount1.ng tor mAJ17 aooio-1.natitut.ional. taoton vh1ah are 
iaportmt in a nation'• dff9lopment. Data lhitationa alao n•triot 
th• applioabllity ot the•• to1'9l. atati.Uoal JIOd•l•. Jn this Chapter 
acme ot the•• imporlant inetitutional taoton are deao:rlbed. 'lh• 
geographioal and politioal ohal"&Oter1.t.1oa ot Nipria are toll.and by a 
briet historioal aketch 1n S.Ot1on I. Beoaue ot the &ggt"9g&t.ad nature 
ot the stati.etioal. model in Chapter 4, the •jo,J> aeotoral obanoteri•tioa 
ot oap1tal fONaticn, manu.t'aoturlng and foreign trade an deeoribed in 
Section Il. A Hpe.r&te wb-eeator diacwsns the unique (and important) 
Nigerian Marketing Boarda. 
fh.t•1oal. teapP-!• and o11aat1o oaplitign 
Situ.at.ad on th• W.•t ooaat ot Atria& or more apeoitioall.r on th• 
•hoNa ot the Gul.t ot Guinea 1• At'riaa'• moat popa.1.oua nation - Nigeria. 
It is a Omlp091 te terri to17 vhioh h.u grown trca th• tvo nuolei of, (l) 
the Jringdoa ot l.&g081 whioh vae attaoked am ool.cmised b7 the Britillh on 
I»onber 2.5, 18.51, and, (2) th• oll rinr protectorate OOftring the Nip!" 
Delta. It hae an &Na ot about 356,699 ~uare mil•• and popu1at1on in 
UCMl8 ot ZK) million. Ni~ria liea vholl.7 within the tropioa betw.911 
the tourteenth p&ral.lele nol"th ot th• equator and th• ti.tt.Mntb Ml'idi&M 
Met ot Gl'eemd.oh. It ia bounded on the north by tbt Republlu ot 
~.Y and N119r, on th• south b:r the 4tlant1o ocean, and on the eaat b;r 
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the 1Wpubl.1o ot Cameroon. '!he greatest distance boom .... t to we•t ia 
more than 700 llll•• and the diatanoe hem north to •outh 1• about 650 
1111••· 'lbe oount17•• cout line appro&QM• .SOO ail•• 1n length. 
Nigeria takes her n-.. trc:a the Niger riwr, whioh tl"urftra•• the oountr.y 
hem the north we•tel'ft bounda17 to the Co&•t. 'Ih• Niger baa •• its 
tl"ibut&17 the Benue rinr - one ot the aoat •trildng ~10&1. t•tve• ot 
the ooun"t17. 
Cl.1aat1o conditions 'ftl'T rlgnit1oantl.7 vi.thin the country. In 
th• north, th• olimate ie llON eub-tropioal. with a long dr,r aeaaon 1'rca 
Ootober to April. Raintall and dall.r temperature ftJ'iation &N not '"1'7 
notioabl• in thi• &Na. However, aouthward 1n what 1• known u t.h• 
t.Joop1oal toreat or pal.a oil bel.t, the nintall T&ri•• f'Pal 40 inahe• in 
the we•t to 80 inch•• 1n the ea.t. '!be annual temperature ranges trca 
7S°F to ao°F. In the ooaatal mangrove nap belt, rainfall 1• l••• than 
45 inch•• in the vestem sector to more than 100 inchH in th• &1"'M neai-
V1otorla. 1h• dey SNBO!'l e:tend• trom tlovember to April 1n this Ngian 
and the annual mean t.emperature 1• soor. The oountry ri••• northward to 
a gwittr&l. elevation ot 2,000 tMt. A.8 th• elevation inOl"Maee the 
vegetation ohmgea hOlll open voodland to aannnah land and in the ~ 
norlh denrt oonditicm.s pNY&U. 
Pol,lliotl, and l1Jll!11pt1o groups 
Nipria 1• techniaal.l.y dinded into three region• or stat.ea. Each 
atate 1• dominated by a d.itterent •thnio group and baa it. awn pl"'1lle 
Minister and l•gial.atiw gonming boc!T· Eoonomioal.J..y, eaob 18 higbly 
dependent on the export ot a pl'1mary product. Th••• regions or atatea 
uea (1) 'lh9 North•m - th• inhabit.ante ot this region are pr9dominantl7 
Mosl• and leaa advanced eooncmioal.l,y. More than three (lU&rtera of the 
area ot all ot Nigeria 1• attributable to this regions it baa a popula-
tion ot about 20 mlllicn people. The tribe• of th1e region are the 
Hausa and FW.ani. Th• tormer are traditionally known ae great &ggHseiv. 
tr&d•r• and the 1attei- are known aa a put.oral people. (2) The Eastern -
this ia th• eeoond smallest region with th9 greatest popalat1on density. 
Th•N an 110re than 10 million people in an area o£ about 29,484 equare 
mil••· This region 1• dominated by th• Ebo tribe and ia oomonly oalled 
Eboland. TheN peopl.e an aelt-uaertiw, progressive, educated and 
atl-cngl.)' 1nn.u.nced by Christian tradition• (171 p. 55). The larpat 
produo•r• ot p&lJI oil and kernels are tound in thi.8 area. ()) The 
Weetem - a region pMdomin&ntl.y oooupied by th• Yoruba tribe and 
omaon1.y knOllD •• Yorub&land. It is oonaidered the we&l.thieet region (en 
a per capita baai•) in the entire Federatian. '!he people ot this region 
are th• suppliers ot al.moat •ll of Nigeria'• cocoa mcport.a. Tobaaoo 1• 
also an illpol"tant ouh orop in this region. Lagos, th• oapital. and 
chi.et -port ot the Federation ot Nipl'ia, is located in Yorub&land. 
It ia alao Nigeria'• aeoond largest oity with a population ot )19,000 (18). 
'lb• traditional ayat.m ot pol1t1oal organisation is not de1'1nable b,y 
pe.rty. T!wre are, tor example, th• northern ~ates, the Yoruba King-
dca, and a JIUltipl.ioit,y ot aal.lei- units with chiefs. The King ot the 
Yoruba tribe 1• theoretioaJ.1.y an absolute ruler but in pzoaotioe 1• 
oonb-olled by the oounoil ot •lden vho are elected by th• people. The 
ohoioe ot a King is 11.mited to the members ot the royal t&lllll,y and 1a 
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made lJ1' tlw oo\D\oll ot elders. 'l.he eldest eon ot the 11.Jlg ottioiatea 
aa a high Nnld.ng 11811lber ot the go"Nrn.-t but upon the death ot th• 
King, he is also requil"ed by tr&dition to ca.it auioide. '1111• tre.di-
tion waa dea1gned to prevent the aot or patricide. HOIWffr, this 
polioyvae abolished in 18.58 (18, p. 3)). In addition, all th• King's 
household were required to end their lives when the King died. Suicide 
va1 regarded as an honourable death and when conV9ntion required it to 
be performed it was done without hesitancy. In the Northern regian the 
EmiJ"&te ia both a pol.1t1oal and religious leader. Thia position 1a 
also heriditary. Th• tona ot go"Nrnment is based on the doctrines of 
Isl.am vi th a well-organlled tiao&l system and j\Xiiciary h1ghl7 trained 
in th• &dll1.n1strat1on of Muhammadan lawe. The administration ot govem-
•nt 1n the Eaetem region is also done by the Chiet vho ma.y ei theJ" be 
elected by the people or ma,- inherit the position. 
Pn-B£1tish OOOUJ)!ticm ot Nieria, 15ll:l807 
Prior to the British ocaupatian there are no written reoords 
avail.able on the eoonQtV. Whether tbe,r never existed or 11'9re deetro,-.d 
i• an issue or oonaiderable oontroftrs7, ROW'e'ffr, it hu b9en reported 
by 80&99 French writen that a fiouriahing trade vu establi.ehed in the 
tOUJ"'tMntb oentury along the coast ot C&pe Verde and th8 Bight or Benin 
in llid.-w.at.m Nigeria (19, p. 12). A tort was built in El.min& in 138). 
This trade va• belined to have lasted tor 50 years and wu abandoned 
when France beoame engaged 1n internal oonfiiota. The authent1o11'3 ot 
thi• trade cannot be veritied toda.y einoe it waa registered 1n the Fren.oh 
Adlliral.t3 at Dieepe, whioh wu deetro1"9d by ti.H 1n 1694. Howewr, 1n 
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the titteenth century there are authentio&t.d visits by Europeans to the 
Weat oout ot Africa and to Nigeru 1n particrul.ar. The au.ruing 
Po~s• merohanta were the first to Oa1"J'7 on trade v1th north and 
1Nst Atrioa. 
Prior to the British invasion. the Portuguese had a monopoly 1n 
the al.aft trade. In 1562 the Bl'it11h also began to participate 1n the 
slave trattio and it l»oame more oampetitin when the French, Dutch, 
Dan••• and Germana entered into thi• profitable businesa. Despite this 
oc:mpetition. Engl.and won the d1at1not1on ot leadership in this ooim.rcial. 
aotiviey. Power politics, national preatip and honor, &nci. economic 
nation&ll• nre all combined to render a paliq of illper1&llsm popular 
in maey countries at this time. However, moral oonaepts changed the 
status quo when William WUbertore, th• !J"iend of Willi.am Pitt. led a 
oru.ude to liquidate th• slave trade. Finall,y, in 180?, the British 
pe.rliaMttt pund legislation outlawing the oomaero1&1 tradinc ot native 
Atl-1oans (20, P• Z.S). 
'Ih• oo ruroial. h1•tol"7 ot Niprla my b9 oonvenientl.,y d1v1d9d into 
th.Ne period•• (1) '!he early contact with Europe (l'.383-1807), a period 
dminated by' the al.aw trade which is diaouHed abowa (2) t!w period 
ot dominant 1nnwmoe ot private tNd9re backed by tMil'" reap.otift 
gov•rmMDta• and (J) th• period ~ginning with the eetabluhmet of a 
regular adndn1atrat1w aystem. '!he a.oond and third period• are diaouaMd. 
belt1t1. 
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Th! •re ot tonign Fivate traders, 1808-1899 
Alter th• British Parliament PA••ed th• Abolition Aot 1n 1807, it 
vu sea. t1- betore ita provisions became operative. HonTer, about 
1825 th• more reputable Mrchant. o1' Liverpool turned their attention 
to th• b\v'1ng ot palm oil tor which there vu a rapidl,y growing demand. 
'lh• oil pal.a i• 1ndipnous to th• country and ha• been exploited •• a 
native oJ"Op tor oentUl"'i•• in W.•t A.trio&. 
Trading vaa conducted by the King• or Oliets ot th• t.zoibea. Mcm97 
vu not ~tly uMd 1n the prooe•a tor it was tliapl,y a barter 
econcmio eyst.m. Private toreign tr&dera introduced the aanetary 
eoonmio qat.m to the nativea. In 1810, 1000 ton• ot pa1a oil wre 
exported and th1a amount inonaMd to 20,000 tons ~ 1.842. Tnding ••• 
done direotl,y t'l-Clll th• ahipe tor there were no eatahl.uhed taotori••· 
.Around 1880 depots (oal.l9d taatoriea) wre ••t up on th• ahON. In 
addition to pal.a oil, pal.JI kemela, ivory, ebc:lny, redwood and peppers 
wre expol'"ted. Beoaua• ot the lucrat1v.ne•• ot t.hia comaero1al aotirlt._,., 
the Britiah gOftl'DIM!lt appointed a Nigerian Consul 1n 1840. Lagoa 
beoam very proaperoua and-· oal.led the 'Liwrpool o1' w .. t Atriaa•. 
Cc:mpetitian aaong th• Brit1ah, Frenob and 0.l'"al&D traders ~ ver,y 
keen; th• BJ"itiah •l'Ohant. tina.llT con•olid&ted their ettorta and 
tOJ'Md the United Atrioan Cmp1m7 under the leadenbip ot Sir George 
Goldine. The oampan,r grw and ita name vaa ohanged to the National. 
Ab-ican C•J*l7• .A.tter bu.Ying out their French ompetiton, th• 
ocnput,y vu grant«l a Charter 1n 1886 and became ottioial.lT known ae 
th• Royal Niger Campany. The prlnoip&]. olauae• ot the Charterwrea 
"'Ih• Compan,y ahall, to th. be•t ot ita power, diaoour&g• 
and, ae tar u mq be practioable, abolish by degl'9•• any 
sy11ta ot doaesUc servitude existing among th• natift 1n-
hab1 tanta& and no foreigner, whether European or other, 
shall be all.and to own al.aves ot any kind 1n th• Compu\11 a 
terr1tol"1.ee. 'lbe COlllp&IJ¥ u euoh, or ite offiCMre ae woh, 
sh&ll not in any wa:r interfere v1 th the reliaicn of an:r 
clue or tribe of th• peo)21.e ot it• terl'itonee, or ot MT of 
the inhabitant. tbereor, except ao tar aa uy be n•o••S&l7 
in the 1ntereat ot hu:man1~1 and all fol'JDIS of religious 
worship and religioua ordinances •Y be ex•roised w1 thin thAt 
aa1d territoM.u, and no hindrance lh&ll be ottered thereto 
except a• at ore said" (18, p. 1'8). 
'lh• Ro7al Niger Ccmpan,y assumed monopoli•tic rights of all acma9r-
oi&l. aot1v1.t7. Thia resulted in th• direot ocmtront&Uon or the Br1ti1h 
govemment with other European ponra engaged 1n ooraeroial aot1v1t1ee 
in Nigeria. As a result, 1n 1899, the Brituh goveJ"n'921t deo1ded 
that the Chal'"ter of the Royal Niger Compil.J\T should be revoked. In a 
letter h'm the foreign otfia. to the Seoretaey of the Treasury, dated 
June l.S, 1899, th• reason• were given as tollowc 
"Th• Marques of Sali•'burf baa tor aoae U. put had 
under OOJY1.d9rat1on th• qu.etion ot approaahing th• 
Niger Ccmpui,y w1 th a rln to relining thm 0£ their 
right. and tlmotiona ot adllinietl"&tion on reaeon&bl• 
teru. Ria Lol"dship haa arrived at the opinion that it 
1• deeirabl• on grounds ot national policy that th••• 
rights and .tanotion• should be taken oftr b,y Her 
Majest.7'• GovernMnt nov that th• rat1tioat1on1 ot t.M 
Anglo-F?'enoh Com'ention ot June 14, 1896, have been 
exchanged, and that th• tronti•r• or tM two oountri•• 
haft been ol•&l"lJ' established in th• neighbourhood o~ 
t.M territoriM &dm1n1ateNd b7 th• c~. 1h• atate 
ot atra1.rs onated b.Y thU Comwtt1on male•• it 1n0\lllbent 
on Her Majeety•1 Govel'ftlll9ftt to maintain an 1..-ciiate 
control owr the tl"ontier and f1soal policy or British 
Nigeria noh u cannot be exel"Oiaed ao lcmg aa that 
policy 1a diotated and cecuted by a Coml*\V' whioh oam-
binea OOBl91"01al profit with adaini1trat1w re•pcne1b1li-t1••· Th• posd.bllity ot the e&l"ly o1a1m by the Frenoh 
Goftl'DJIMmt to profit by th• advantage• in the Lower 
B1ger which are Hou.red to them by the ConftnUon ukea 
it •••ential that an Imperial Authority should be on th• 
epot •••• " (18, p. 168). 
39 
Mt.er th• NTooatian ot the Canpan,y'• Cb&rter, th• British Govern-
•nt agreed to pa,- th• DOlmt or 4.5(),000 pound.a .. ooapenaation to th• 
CoaPMT• TM GOftmment also uw.d tull re•pon•ibllitiy tor th• 
Ccapaey•a debt vhioh amounted to 2.50,000 pounds and took ov.r all of 
the Ccmp&JJ¥•s nal estate. In addition, r07&1ti•• were illpoaed on all 
ll1nerala tO\Uld between th• Niger arid the lin• drawn tram Yola to Zinder, 
U'M8 that th• COlllJ>MI' claiMd. '!be Royal Niger COllPMT va• eUtJ.ed 
to one half ot the receipts tl"Oll th••• royal.ti•• foY' a period or niMV-
nin• .YMr•, whioh would be etteoUve u or th• date ot the reTOO&tion ot 
th• Ccapaey'• Charter. 
Esttbl1!hPnt ot E!Wlat adJ!1nistg:&t1ve mt.. 
Still a oolotV at the beginning ot th• 20th oentury, Nigeria'• 
•oancnio future vas changed by tJw shift tl"Olll tha d11"eat adm1n1atrat1on 
b7 f'ON1gn owned OOllJ*li•• to the British ~t. '.Ole Prot.otoNte 
ot Northern Nigeria wu created with Lord Luga.rd u ita tint GovemoP. 
Lugard was ve17 oona.med with the 1nt.ri01' deftl.oi:mnt ot Nigeria and 
road.a and rallwaiJ'• nre oonatruoted. Thia fao111 tated th• tnn•pol"tatian 
ot th• llin•ral. walth troa the int.nor to the ooutal regions. The 
oont.rQl ot minerals in Nigeria n• invested in the Crown under Lug&l'd ' a 
administration • 
.A. q.t. ot "indiNOt nl•" was initiated to taoilitate better 
adtdn1strat1on ot the natiTea. Thia i• a .,.ate 1n whioh th• Crown 
reoogni .. a the Chiera as su~ heads of th• tribes and pasne all 
ol'deY'• through them to the people. The Chief's vwre b1gh1y l'W'&l'ded and 
they oooperated 1'ul.17· For example, the SUltan ot Sokoto and th• Emir 
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ot Kano each received a ealary or 6,000 po\12¥!• yearly 1n addition to 
an eatabl.iahed allowance ot ),000 pounde to th• SUltan and 1,.500 pound• 
to the Emir (18 1 P• 206) • 
Gr&duaJ.l..y politia&l change beoaM a real1ey in N1gel'ia. In 
1922, a Legislative Council tor the colony and the Southern part ot the 
Pl'oteotorate was established. cme conteNnoe tor the dratting or a 
oanstitution followed another until in 1946, a regional oounoil vu 
1nt?-oduo9d in each ot the three regions. Fin&l.ly, 1n 19.51 the granting 
ot greater regional autonomy was Witnessed and a Council or Ministers 
vaa created - four tor each region. These M1.n.1.t.rs later demanded the 
ooasplete independena. ot Nigeria. 
Nigeria'• independence was ach1"'9d in 196o. The government of 
NigeriA inmsediate]Jr sought ways ot transf'orming the natitmal eoonom,y 
into a ""odem, diwreified and virtually eelt-austaining ayst.11. Beoaue 
the •OOllCIQ' had relied so largely on th• tortunea of' its export eeotor, 
who .. output• and prices are h1ghl,y dependent on weather conditions and 
th9 world market, the administrator ot the econcmy had dealt prlJrlar1ly 
with foreign trade and pl'oblems inherent in a tluctuati.ng surplus or 
def'ioit on aurrent foreign account. With independence, the gOft~t 
tumed to problems or internal eoonoado developHnt and hae developed a 
more balanced administrative system for dNl.ing with problem.e or 
economic poliay. 
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Capital. topt1m 
u 1n llM.1 l••• dewloJ*i oountri••• Nigaia'• (othel'WiH adnnoed) 
national eoonOllio aooounta ao1ud• o•pt"ebeuiw oap1t&l. 8tocsk and 
depNoi.&Uon ••tiJl&tea. Gro11 do.1t10 pztinte inwat..nt estiaate• are 
anilab1• traa 19.SOa acme MOtoral ••tiaatea a18t f,g the earlier YM"'• 
ot decade, 1950-160. The d1acru1•1on 1n th11 MOtion i• hued pr1ur1lT 
on th•" data. 
oapital in eoonoad.o dewloiaent. 1'h• tol'9r ennaapa the HOnCIV u 
atarUng vith a giTM •ount ot per eapita ino_. ad 1nwst.nt. U, 
how-,..r, inftataent 1• not autt1oient to re1" pei- oapita 1nooma to a 
higUr lewl, auata1ned growth u nner aoocmp11ahed (21, p. 96). Th19 
detinea oapltal •• the •took ot ot od.itie• and the l••• tangible 
propeni•• of human beiftc• and 1nat1tut1onal &nQg.-nt. vbioh ue 
oapable ot Nndel'ing .. "1.o•• to oonR1Hr• and produce!'• ot a ai•en 
nation. 'lhi• det1n1Uon Mt. v1tb operational d1tt1ault1•• beoaun of 
vaa ohanpd to Nad "now ot o~odlti••"• 1n add1Uan, the tollowing 
it.a AN 1nolud~ 1n tusn•ta' ... aure.ent ot reproduoibl• oapital ot a 
oount171 
1. ill oonatrwrtion and 1aprcne•nt attao.t.d to land 1lb1oh 
1nolud•• b1lild1nga, rea.1.dent1&1 and nan-Nridet1al, dau, 
road•, land equi~t. 1nputa into tatpl.Ol'etion and ,.... 
pnne•nt ot natunl reaouroea, et.e. (naltding Jd.l.ita17 
1natallat1cu). 
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2. Maohin•r;r and equipaent vi thin th• oountr;r in th• band• 
ot either priTate or governmnt prodWMl"•• 
)e !n'ftfttoriee within the OO\D'\t1'7 1n the hands of bus1ne88 
enterpria•• and gov.rnaent. 
4. Net balano• ot ola:bte against toreign oountri•s - tM 
aa1T ncatangibl• capital good (22, PP• 1-2). 
'lhe BUil ot i ten 1 and 2, under the Kusneta 11NSUN9nt ot reproduo-
1bl• capital, gins th• amount of dcm.•tio nx.d capitalr th• sua 1teu 
1, 2 and 3 giT•• the aaount ot total doaeetio ~ capital. Total 
national capital 1nolud•• th• sum of itna 1 to 4. Th• ratio ot GroH 
DoMetio C&pital Forut1on (GDCF) to Gros• Dma•tio Product (GDP) ha• tvo 
b&•io anal..rtioal rignitioanoee. (1) It Npre84tnts oapital u a produo-
tin taotor in the eoon~. (2) It indicate• th• amount ot dOMatio 
inocae saved. 1."he n.riation ot thi.e ratio eipitioantl.T inn.uenoee the 
1 ..... 1 and rate ot gJ"OWth of income. 
In tb4t anal.1•1• ot oapital tol"ll&tion in Nipri&, th• Xusneta detini-
Uon and ~nt ah.all be tollOftd. 'l1w Motoral estimate• v1ll 
include ocaponenta ot priftte, gonJ"Dmntal and foreign capital. fol'll&t1on. 
It abould be stressed, honver, that capital a• detiMd 1• l1aited to 
ute1"1al and reproducible good• and 1• not th• cnlT taotor ot production. 
1."h• anal.J'•i• doe• not inolud• capital tnv.•ted in th• tl"&inina ot the 
labour toroe. It labour and agricrul.tur.i produotint,y are included in a 
production model different growth rates would be attained. Renae, th11 
1• not a thorough anaJ..rei• ot th• taotol"s ot produot1on. 
Table 1 ahowa the e1U.te1 ot GDP and GDCF (in 1957 prioe•) tor 
the period 19.50-160. With th• llingl• exception ot 195.5-' 56, GDP ro• 
ocntinuoual,y avel" th1a period. Th• deolin• ot 18.) llillicn pound• 1n 
this ,rear w&• probabl.7 inn.u.nced b7 deal.in•• in export prloea tor ooooa, 
Tabl• l. JggNgat.iw i-atio ot IN"• ~atio oapital. t_..tian (GOOF) 
to P'O•• dCB9atlo procbaot (GDP) (11Ul.1an8 ot pounde) 
1950 
19.51. 
19.52 
195' 
19,.. 
195, 
19.56 
19'7 
19"8 
(Col. 1) (Cal. 2) (Col. 3) (Cal. 4) (Col. S} (Ccll. 6) (Ccal. 7) 
GDpa A CGpP)Cf) ___ _b "'a~) ~o P1j,f> 
(19'7 pl'ioea) ~(ODP) GilP CillCF""' L::A uv~ -oooJi 
699., 
1~.o 
809.J 
8Z/.1 
892.8 
9ZL.8 
910.7 
36.49 
~.7 7.3 52.6, 
''·' 6.8 63.13 
lB.4 2.2 66.59 
65.1 7.) (,8.10 
29.0 ).1 82.24 
--18.) -2.0 100.93 
,,.2 3.7 122.10 
32.0 '·' 
16.14 30.6 
10 • .50 16. 6 
3.46 ,.2 
1.51 2.2 
14.14 17.2 
lB.69 18.5 
21.17 17.3 
1959 967.7 
1960 102).0 
1.7 
) • .5 
~ tipre• an GDP are tak9ft tr. Inda ot Aoonnt ~ble 9 ot 
Hell•1nln' • PINMl9nt AploultUN, Goftn..t ad F.ocm-S.o n..nloi-nt 
1n ffipria, A Publloatt.an ot Eoanmlo Growth Center, Yale Uldftnit.T 
(23, !ah1e 9). 
b'lhn9 AN alAo taken baa Tmi. 5 (23, Table ,S). Wter, tbe7 
,..... OVNnt priNa, and hid to be detlat.d to 19Y/ pl'loe1 1n order 
to?:.- oau1at.t with the tiguree an GDP. n. ~t rear nc-ea 
baa T~ 5 WN malts.plied tcr tbe NOi~ ot the rat1o ot our1•t 
79U' GDP to ta... ,,..r GDP Cl9"1). 
pl].a lcuMi.. ~and oolmblte. 'lhe J9U" to 79U' ohanpa 1n 
GDP (Col. 2, Table 1) &PPMJ- to n.uetuate lMa Oft!" tM latte!' part ot 
thia period. the pawtap obangea Sn GDP (Col. l)e tor inatanoe, 
anngea a.bout J.l~ which vith the exception ot 1959 are oloae to th•1r 
,.ar to ye&J' averages. The di1"t•NnOe• 1n GOO' (Col. 5. Table l) also 
roM llOlloton.ioally 1n the 4 yur period 19.54-'.57• Nsul.ting 1n substan-
tial. inor.a .. a in the ratio of GOCP' to GDP (Col. 7). 
rn Table 2 GDCP' 1• diaaggngated. 1'n 19.51 14.88 million pounds, 
vbioh 1• 40.8~ of GDCF, wu allooated to residential oonetruot1an. Ih• 
,..ar to y.ar growth Nte of Naident1al oonatruotion has bHn 21.0. 
f'roll 1951 to 1952, 18.S~ trom 1953 to 1954, and 22.8~ bcn 1955 to 1956. 
EJtcept tor the 7Ml' 195J-1S4, th• growth rate hu bMn taht]Jr constant 
f'roll 1951-•.56. 1'he high growth rat.a ot Nt11d9Dt1al. conatruot1an 1n the 
earlier and late t1.tt1•• an du. to both the • o+91119nt ot th• population 
trcn rural to urb9.n area• and th• 1nnow ot tor.isn inwators. ilao 
the heav investment in real estate •MIU to be common praotioe in lllOat 
West A.Mean 001mtri.ea. 'lhi• probably 1• due to the f'aot that th• 
market tor Nal estate 1a a oertain and attraotiv. one - high ren.ta a.re 
nt due to the delllond ot both looal and toreign element.a ot the l..abour 
torae. In the gov.1"'1'111l9nt seotoio ot fixed oap1 ta1., which 1• a oe11poai te 
ot oonatruoticn and equiinent, the growth rates haft been tair]Jr 
constant 1n the ,..ar• 1951-156. Howftr, the ocmposition ot gOftrrment 
fixed oap1.Ul has shown great nr1at1.on in growth onr th••• 7Ml'•• For 
instance, oonatruotion in 1951-1.52 •hows a growth ot 18.7~ (Col. 4, 
Table 2), while equipnnt baa had a negativ. growth. In 1953-.54 tb.e 
growth rate tor oonatruotion roH to J,.~ and equipaent had a growth 
rate of 18.~ 1n the NM period. By 1955-' .56, hOW9'Nl', oonatru.otion'• 
growth was negative but the growth ot equ1J1118!1t vu about 45~ 
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Table 2. D1•auregat1on of gro8• dCll9at1o capital tOl'll&tim aooount 
and gJ"OWth retee betne th• yMrS 1951-1952. 19S3-l954, and 
1955-J.9.56 1.n l9S7 prioes• (ailli.cma ot pounda) 
(Col. 1) (Col. 2) (Col. 3) (Col. 4) 
19.51 1952 Ditt•Nnce Grovth(" ) 
I. Gro•• 1'1Dd capital tOl"ll&tion 47.21 62.19 15.54 ~.7 
l. Goft?'!IMllt t1x9d oapital. l0.38 11.28 0.90 7.97 
a. oonatruoticn a.13 10.00 1.87 lB.70 
b. equ1}21ent 2.2.s 1.98 - 0.27 ..J.J.7 
2. Reeidm~ con•truot1on 14.88 lB.84 J.96 21.01 
a. publio - - - -b. pl"ivate l.4.88 18.84 3.96 21.01 
3. EnteJoprlM tu.ct oapital. 22.88 )2.67 10.67 )2.6.5 
a. piblio enterprise 4.00 9.88 s.aa 59.51 
(1) oonatruotion 2.88 ,.47 2.59 47.)4 
(ii) equ1J.119nt l.l) 4.19 3.06 7J.OJ 
b. private enterprise ia.oo 22.79 4.79 21.01 
(i) oonstruotion 1.so 9.19 1.69 lB.JB 
(11) equiiaent io.so 1).60 J.10 22.79 
n. Change 1n stock s.JB O.JS - 5.03 -"' III. Gross dame.Uo capital t01'm&t1m)6,47 6).14 26.67 42.2) 
1951 19'4 
I. Gro•• t1nd oapit&l t01'9.tion 65.91 ?4.74 8.)8 11.81 
1. Goft1n•11t fixed capital 14.66 16.U 1.45 9.00 
a. ocm.truotion 12.39 lJ.SB 1.19 )).24 
b. equipnent 2.05 2.53 o.'-8 l.8.37 
2. Reeid9ft::t1 oonst.ruotion 19.66 24.11 4.45 18.4.s 
•· publio - - - -b. private 19.66 24.ll 4.45 18.4.S 
). Entel"pl'i• t1xed capital J2.7) 35.0.s 2.32 6.36 
a. publ.io enterpriae 8.18 u.o.s 2.87 25.97 
(1) oanstruot1on 4.20 6.53 2.33 35.68 
(11) equipMnt J.98 4.SJ o.ss 12.14 
'.l'tw figuree on GDCF an t&k9l1 hen Index ot Aooount Table 5 ot 
Helleinpr•a "Peuant Agriculture, GovemMnt and Bo«lm:io Drnl.oi-nt in 
Nigeria", A Pabl1oat1on ot Eoonamio Grovth Center, Yale Univerait.T (2J, 
Table S). 7b9M ourrent figure• are multiplied by the NOiprooal. ot the 
Nt1o ot current TMr GDP to bue .YMl" GDP to Gpre•• 1n 1957 prioea. 
boata not avail&bl.•. 
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Table 2. ( OCll2t1n'Wtd) 
(Col. l) (Col. 2) (Col. :n (Col. 4) 
195) 19.54 Ditterenoe Growth(~) 
b. private .,,t.rpri .. 24.55 24.oo - o.ss -12.14 
(i) oonst.7uotian 9.20 ll.47 2.27 11.00 
(11) equipmit 1.5.)4 12 • .5) - 2.81 ..J.2.61 
n. Change in atooJc - 0.2J - 7.16 - 6.93 -96.00 m. Gros• dex19st10 capital tormat1cn66.59 68.u 1.52 2.20 
1951 ),956 
I . Gr08e t1xed oapital fol'lll&tion 87.~ 105.42 17.94 17.0 
l. Gcmt~t 1'1xed oapital 18.06 20.00 l.94 9.7 
a. oonatruot1m 15.41 15.21 - 0.20 - l.J 
b. equi:pmit 2.65 4.79 2.14 44.7 
2. Reaiden~ oon.truot1an 26.22 )J.96 7.74 22.8 
a. publlo - - - -b. prlvate 26.22 3).96 7.74 22.8 
3. Entel"Pl'i•• fixed oap1tal 4).16 51.58 8.42 16.) 
a. pabllo enterpr'iH 12.i.4 14.90 2.46 16., 
~1) oonatruotian 7.35 10.42 J.17 '°·4 
11) equi:rnent s.10 4.48 - o.62 -1).8 
b. prl.vate enterprln 30.71 )6.56 s.as 16.0 
(1) oan.truot1C11 lJ.57 14.48 0.91 6.) 
(11) equipunt 17.14 22.10 4.96 22.4 
n. 0ianp 1n •took 5.20 4.48 - 0.72 -16.1 
In. Gross dame.ti.a oapit&l tormat1on82.2l 100.94 18.73 lB.6 
(Col. 4, Table 2). 
~terpri• t1xed capital ahon trem.ndoua t'luctuat1on 1n growt.h rates 
onr the period 1951-'56· In 1951-1.52 the growth rate tor enterpriM 
flxed oapttal wu )2.6;Ss b;r 19.5.3-' ~ t!w growth rate had declined to 
6.~ (Col. 4, Table 2). 'lhe grOwth rate ro .. acain in 19.5S-'S6 to 
16.J;S. Private enterprlae hid a gi'OVth r&te o~ 21.0~ in 1951 to 19.52, 
and 16.~ in 19.5.S to 19.56. HCJNWWr, 1n 19.5) to 19.54, the pl"ivate MatoJt 
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or th• eoonom;r suffered a aetbaok 1n growth. 'Ih• awra.ce propensit.r 
to nv. 1n the private •ector rnained oonstant bebleen 195) and 1954 
and vu ocmsid•rablJ' lower (0.12)) •• ocapared to 1951 and 1952 (0.129 
and 0.1)2, Napeot1v.l,y). '1111• show• the strong 11n1c ~tween s&Ying and 
oapital formation. Pu.bl1o entel"prlse had a growth ~ .59.~ in 1951•'.52 
(Col. 4, Tab1• 2) when the average J>J'openaiey to e&ff 1n the govel"IU9nt 
notor va• 0.709 and 0.617, re•peotivel.7. In 1953-'54 th• g1"0Wth l'&t. 
had decl.1.Md to 25.9 vhen the awrage propen•ity to NV• wa• 0.599 1n 
19.53 and o.616 1n 1954. ~ 195.S-'56 the vawth nte of public enter-
pri• bad deoreaaed to 16.~ (Cal. 4, Table 2). 'ltd• t.Je...ndou.s tall in 
the growth rat. or public enterprise was acccmpanied b,y a t&l.l 1n the 
average propena1cy to aave .trCll 0.369 1.n 195.5 to 0.296 in 19.56. 
~aotm:3pr 
Manutaoturlng 1• 1.n 1.ta infancy 1n N1prl& and its contribution to 
Gl"Oaa National Product 1• quite -n. In 19S7 -.nutaoturing output 
vaa lS.6 alllion Pounds vb.ioh ia about 1.~ ot th• Groaa National 
Produot or that year (u shown in Table 3). Aooording to th• United 
Nations Statistical ottice, manutaoturing 1• defined as a mechanical 
or ohftieal tl"&naf'orut1on ot 1norgan1o or organic subetancee into MW 
J)roduota whether the work is pel"tomed by power-dl"iver uobinee or b.r 
hand. aJ' thia defini UC'Jft, then &N J11&Z2,1 de11119at1ca.ll.,y used product. 
that are not oounted 1n the 11e&aure•nt or 11&nutaotu1"1ng output. Tb1a 
tenda to undereatimat. th• oontl"ibution or .anut'aoturing to GNP. 
Neverth•l••• • aanutaoturhig 1s not ver-7 dewloped and oould detini t.ly 
pla.r a more aubatanU.&l J"Cl• in the eoanO!l,Y. 'l'be gowl"l'DIM\t or Nigeria 
i• oognismo. ct thi• ehol"tcc.idng and in the 1962-l96S National 
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Table J. Value added by nanufacturing industries (at 19.5? prices in 
thousands ot pounds)b 
1YJle of industry 1957 1960 
(a) Market-oriented: 
ilakeries 210.0 Jl6.o 
Beer & aott drinks 1,683.7 2,800.0 
Tobacco 2,100.6 2,190. 0 
-r.xt.Uea J71.0 613.0 
Perfumes 16o.7 n. a. 
Plastics 9. 2 n. a. 
Ti.re retreading 4J. ? n .a . 
FumitUN and fittinn 275.8 n. a . 
e11t 372.4 i,16o.o 
Pre-stressed concrete 41.1 n. a. 
.etal products 476. ? n . a , 
5,750.9 7,019.0 
(b) Rav-material oriented i 
OU milling 2,161.6 2,610. 0 
Canning 12.6 n, a. 
Margarine 18, 2 18,2 
M4tat preparation so.a n.a. 
Soap 662 • .s n,a. 
Tanning J9. 2 40,5 
Saw milling 1,531,4 1 ,809. 0 
at building 102.7 n, a . 
Rubber processing 594. 8 
5,173.8 
11~zO s.?.s 
other industries 4,725.3 
Total output ot (a) and (b) 10,924,7 
Total industrial output in 195? 15,6,SO,O 
a 
n . a. - not available. 
b Source 1 ( 23&) 
a 
Developnent Plan th• role ot manutaotul"ing is emph&ai~ed so as to st1.l'!ru--
late the establishment and growth ot industriea. Same ot the methods 
adopted by the govemment to achieve these goals area (1) the establishment 
of an integrated iron and steel oo".'!1'Pl,ex and the participation oL overn-
nent 1n the establishment of an oU retinerya (2) making funds 
available tor direct participation in industriesa (J) o anization of 
a d.velo~nt bank that will lend to industries and act as a channel tor 
foriagn oapitala and, (4) formulating legislative pcil.ie1es to stimulate 
the growth of private industries (24. p . 60) . 
Protessor Ha.nae ol.a.ssitied West Af'rioan industries aeaording to 
whether they were raw-material. oriented, power-oriented, labour-
oriented, or market-oriented (2.S, p. ))). Nigerian industries fall 
mainly 1n the category or rsw-mater1al. oriented group because most of 
the primary products that are exported require a certain degree of 
processing. This is usually done 1'or econm:d.o reasons in that 1t makes 
the products leas perishable and it also roduoea the bulk or the products 
thereby reduoina the transportation oosts. Qie oould also sub-divide 
these raw-material oriented industries into (a) the prooessihg of 
agricultural rav materials, which includes the processing of palm oil, 
rubber, rice and fruiter (h) the processing ot fish; (c) the processing 
c4 timbers and (d) mineral processing. In th.e processing of timber the 
savings in bulk are tremendous. Hoitever, timber is not completely 
uported u sawn lumbtr, pl,yvood and veneer but a.1.eo in logs. For 
example. 1n 19.59 about tvo and a half million oubio tMt ot aavn lumber 
were exported and 19.J million cubic teet of logs. 
nte mineral prooeseing industries an al.so operativ• tor eoonomio 
reasons. .ost ores contain a relatiwl.y low percentage of •ta.1, the 
rest being waste matter. Hence, it is neoeasaey to build a mineral 
p1"'009•ring induatry near the •ite where th• ores are located. HoweTer, 
HVeral or th• ore iaportant a1neral.11 ot Nigeria, such ••• iron ore, 
bauxiw, and oil AN exported a11 raw mat.rial.•. 'lh•n •t&llio aineral• 
h.an eutr~oiently high •t&l content •o ae to warrant direct ahippin 
without prooesai.ng. 
()ie or the pre-requisites to't' industrial develo]:ID9nt is the anU-
abllity ot lov ooat pc31W9r 1t the energy input ~presents a considerable 
fraction of th• total oost or the produota. Induatrial dnelopiMnt 1n 
?ligeria has been llzl1ted becaua• ot the def1o1eno,y 1n tu.l and power. 
'the oount.17 depends ntireJ...y on the coal hom Enugu to supply the neoee11&17 
•n•J"gY for 1nduatr1&1 purposes. For this reason there vaa an urgent need 
tor a !u'dro-•leotric project vbioh 1• one ot the major teature• 1n the 
1962-168 deTelopact plan. .An eighth ot the 1natalled oapacit,y ot thi• 
project (Niger Daa) will be ued tor the 1ran and et.el oCllpl.a: vbioh 
would have an annual output or 125,000 tona of et.Ml. 
'lbere are two bane rea•an• vb7 induat.17 1• att.noted to labouri (1) 
the costs of labour represent a high percentage or the total ooat ot 
production and, (2) utilisation ot relativel.7 unaldlled labour 1a high. 
N1ger1& otter• th••• two att.raotion• but praotioally no laboUl" oriented 
1.nduatey baa bHn dewloped. 'Ihle is prob&bl.Y due to the tact that low 
wage is not •ynOl\}'lloue with lav ooet labour. It the skill• of the 
N~r1an labour tore• 1ncre••• oftr tiae the reliance on low cost labour 
to attraot additional industry might beccme obaolew; investor• take 
this !actor into oonaideration. For .xamp.l.e, th• textile industry a1ght 
haft been attraoted to Nigeria if labour coat.a nre expected to remain 
low tor m&n1' year• •• has happened in Japm and India. 
Another taotor vbioh contributed aub•tantiall7 to th• reluotano• ot 
R119riana to tora&ke tl"ade tor industry vu the lack ot indigenOU8 
oap1tal. 'lb9 Po•t attic• Saving• Bank record• llhow t.hat 1n 1939 there 
w.re 42. 737 aooounta, with aaving• totaling ias.ooo pound•a the number 
ot acoounta had risen to 'JJJ7,672 1n 1961 and aaounted to ),4.S,5,000 pound• 
(26. p. 147). Htftce, •aningtul aanutaoturing industry reall7 began 1n 
Nigeria during World War II. Since tlwn th• count.1"7 baa not negleoted 
1nduetrial.1sation but h•• been rather oaut1oua 1n praaoting induatr1&l 
dev.loJ119nt beoaue ot the unnen.l.Y distributed population and resulting 
tranaportatian problem.a. Greater emphaaia vaa }l1.aced on th• dneloia-nt 
ot a firm aooial and eoonomi.o intra-atruoture. Th• Six YMJ' drl'eloia-nt 
plan (196Z..•6B) •phaai••• education, agrl.oulture, public health, urban-
rural water auppli•• and l'O&d d ..... lopaent. 'lh• gov.rnment r .. 1. that 
th• process of 1ntena1T• 1nduatr1alisatic:n wou'l.d be beat illpl.emented 
with a solid inti-a-atruoture and a w.11-trained labour toroe. 
rn 19.53. th• Int.mational Bank tor R9conatruot1c:n and n.v.loJ1911t, 
at th• nqueata ot th• GOftl"'l'tMftts ot Nipria and the United 11.ngdom, 
mad• an eoonomio survey ot the country and suggested that "th• main 
objeotin ot industrial d.-..lopant policy ahould be to enoounge th• 
••tabliabmnt ot a Tari•t)" ot ...U and Mdiua-aised entel"priHa. Thi• 
vu-ieey ot ftftture i• n•o•••ar.r to build the suJJPlr ot •kill• and ot 
m&Mi-.rtt and bu.dn••• experience which can tol"ll the buia ot a later, 
more illpreaain 1.nduatl"ial expenri.on. Hovnwr, it 11&7 soon be practicable 
tor a tw larger project•. such •• a oaent pl.ant and textile a1.ll•, to 
be undertaken" ('/:l, p. 51.). 1h• eugg••tic:n ot conatruoting a 09IHl'lt 
pl.ant vaa taken into oans1d•re.t1on in 1957 atter th• gov.mmnt realised 
that the industries eapeoi&ll.T ba•io to d.-nlopment are thoae oanaemed 
with the produotion ot oonatruotian •terial•• 
Tabl.e 3 ahan that undel" marnt oriented induat.27 beer and soft 
drinks, tobacco and ~t haw oontributed nbatant1&ll;y to 1nduatr1al 
ftl.u. added. ltt 1957 beer and aofi drink• aontributed l,li83.7 thoueand 
pound• and by 196<> the atOlD'lt had risen to 2,800. 0 thou.and pounds. '!be 
aaount oontributed b7 tobacco vu 2,100.0 llillion pound• in 1957 and 
2,190.0 tbouaand pound.a in 1960. C..nt, honver, hu •perieoed a 
great inorean in ita contribution to 1nduatr1al wJ.ue added., th9 aount 
l»ing 312.4 and 1,160.o thouaand po\D'lda in 19.57 and 1960, n•peotiw~. 
ih• tint oment work• vu eatabliahed at Nk&l.agu in th• Eutern regian 
in 1957. nw d-.nd tor anent was 10 great that another c.ent work• 
,,.. eatab11ahed in the Weetem region betwen Lago. and .Al»okata. The 
oonSQllPtian or awnt 1noreased. trm 100,000 tcma 1n 19.57 to Oft!" halt a 
million ton• bJ' 1960 whioh neceaaitated th• oonatruotion ot a third 
09119nt works 1n the Northem region. It •T be umrin, tram an eoonamio 
point t4 rt•, that th• .. th1"M regicmal. oemnt plant• should be allowed 
to oompete tor th• hcae Jll&l'ket againat one another. Th• rationale, 
honver, 1• based on th• oountry•• dewloJ119?1t potential• and the aartng 
in tMn•portation cost. that hu resulted 1n a llloderate price tor this 
oonst:ruotion •terlal. In th• rav-mater1al oriented 1nd'1at17, oil 
11u11ng and aw m111ng hav. aantributed a1gnit1oantl,y to 1nduat1"1.&l. 
value added1 1n 1957 th• values were 2,161.6 and 1,5)1.4 thouaand 
~ and by 1960 it had riHD & littl• to 2,610.0 and 1,8()9.0 thOU8and 
pound•, Napeotivel.Y. 
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In Table 4 the volU?GG indioea of production for various indu.trial 
aotivit1es are shown. first activity, utactwinc, hu bad a 
slaw but continuous rise over th• decade 19.50-160. n. s oond aot1vity, 
cl.l'ling , has also shown ocmtinual 1noreuea 1n 1ta volwue indu ot pro-
duct.ion (except 1n 1954, 1958 and 1959). Fublio utilities and oonstruo-
tion have both shown impressive increases 1n their production indexes 
over this decade. 
Th.• prooese ot indu•trl.&liution 1a a •lOll one a.r.d should be built 
on a •o1id foundat ion. Th• goneais ct this process has begun in 
tU.gma and th• neces1ary intra-structure tor the impl.emntation ot 
industri&l dnalopuent has not been ignor*1 by t..lie tederal overn.":Jent. 
J:'Mvate enterprl.se has been highly enoourag9d and there is no doubt that 
this oonduciT• atz?Sosphere will provide th• neousary investor• (both 
looal and tor.1 ) to part1o1pate 1n th• owing eoonoay ot the country. 
Vor ir:n trade 
ii r1A'. growing th and prosperiey can be attrlbut.d Jr1no1-
p&ll.r to er toreign trade. /us tar back as the o l"Cia1 history ot 
Nigeria goes trAde and c rca 1n the foreign ket have ~ ot 
corusidenblo portane to her econav. Expatriate eer.ip&nies haw had 
a grMt 1ntereot 1n ? 1 rla. Stat1st1os in 1912 shows tho.t there were 
eighty- two triate compardes with a total capital investment ot 
3,192,132 million pounds (29, p. 229). These conpani•a nre ~Uy 
en ed 1n dneloping the mineral vo&lth 1n the country and b7 1915 it 
11as roported that 6,9].0 tons ol tin vu shipped with an export value ot 
m .100 pounds. The 00!:1p8.ni•a have no doubt contributed substantial.l,r 
Tab1• 4. S\lml&ry ~ volume index o£ induatrlal production, 1950-1961 
(ha .. 79&1' 1957 • 100) 
.tot1v1ty 19.50 19.51 19.52 1953 19.54 195.5 1956 1957 19.58 19.59 1960 1961 •ectora 
Manutaoturlng 29 29 44 48 59 66 9) 100 117 130 1)6 157 
Mining 81 82 8) 88 8) 93 98 100 82 88 113 174 
Publio 
utllitiea 41 42 .5l 59 6J 75 8.5 100 116 1.24 1.51 22.8 
Construction 48 57 50 62 BJ 86 88 100 ~ ll2 142 166 
Souroe i ( 28, P• 1.)4) 
to the eoonomio d.evelopunt ot Nigeria. 1'.b•.Y have .. rnd •• diat.ributoN 
ot 1.zapol"tAd goods into th9 interior and demon•t.nted to the tarmera the 
beMtits that can~ der1V9d theretraa vhioh 1n turn brought about an 
1.noreue 1n production tor aale. Same ot th••• ocmpani•• h&v. al.so 
1nnsted their pro!"its in indu.stri.al enterpri•• 1n the oountey. 
Th• int.mation.al trade ~ Nigeria has a uniqu pod.tian due to tb 
diftl"ei.tied gl"Ollp o£ product. that are exported and th9 oantinuoua 
&•surartoe Of & long-rtm market tor 8Cll9 ot tb8H p:l'oduots. BeO&UR or 
th.18 the balance ~ pa..yments has tor a number ot .YMr• shown a sub•tan-
t1al. surplus, and Nigeria had aoqUired suttioi.nt ste:r-ling balanoea to 
make her a net creditor. Honn:r-, during 19.S.5 then wu a .. tbaok in 
th• export market probably due 1n p&!'t to the tall 1n the price ot 
cocoa. 'l'hi• resulted 1n a drop 1n the surplus on ourrent account tJ"Cm 
)5,160,000 pound9 in 1954 to ),889,000 zdllian pounds in 19.5.S, which 1• 
ju.st ll~ ot the 19.54 au.rplus. 
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Beoauae ot thll tremendous drop 1n the aurplua trade balance, th• 
econamy experienoed a negative grOlfth 1n 19.56. Export. recovered in late 
19.56 but rising 1mporta oauaed Nigeria to experien~ a trade detioi.t ot 
20 a1ll.1on pound.a. It mq be aentianed, hCNner, that there are otlwr 
taotora involm 1n the b&l&noe ot p&,yment. eet1m&tes otti.r than expol't 
product.a. 'lh•se taotors include, amcng oth9r thina•. th• pl.J'mnt• ot 
protiu by npatrlat.e COll!ll*'lie•, rec.ipta ot intei-.at ot privat.e capital 
tram abroad and irrl9etment ot govermen.t BUJ"plua t\mda 1n London. the 
protit• ot the expe.t.riate companies is s1gnif'1cant 1n that it amount. 
to about 61' ot export receipt.a. 
Table 5 ahon th• principal exports and import.a ot Nigeria in the 
.fMl"S l~ and 19.55. Cocoa and palm kemela ranked the highe•t in 
export ftl.ue 1n 1948 (17,819 and ll,451 thouaand pcunda, respective].,-) . 
ot the it.ma imported, CClll!Mrci.al veh.iol.•• and cotton piece gooda lNre 
highest in valu. amounUna to 1,072 and 12,)64 thouand pounds. In 1955 
cocoa still led in value tor export produote but J)Mlluta were noond 
uounting to 2:J,1J4 thousand pounds. '11ds vaa an 1norea1• ot about 400~ 
tram 1948. Palm kernel• and palm oil contributed •till aub1tantially 
to exporl revenues in the amotmt ot 19,196 and 13,1.51 thOU8and pound.a, 
respectively. B.r 19.S.5 the leading e:xpol't reYeni» oontributore were 
oocoa, peanuts, p.1Ja kernela, and palm oil which aooounted tor 19.n. 
17.s~. 14 • .5~ and 9.n ot total exports, reapeot1vel.y. In the illport 
oat.gory by 19.55 textiles led the lht in value which aooounted tor 2.s. J• 
of total importa and totaled )4,395 thousand pounda. 1bi.a item 1• 
tollowd qy cotton .tabrio• and tood, dr1nlc and tobacoo which oonstituted 
l3.2i each ot the all imported camoditiea. The import. ot metal and 
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Table S. Principal exports and imports 1n 1948 and 195.S- (in thou.eands 
of pounds) 
Item 1948 
.,, ot 1955 ~ ot 
value total value total 
Exl>Orts: 
Cocoa 17,8?9 n.a. b 26,187 19.9 
Peanuts 6,397 n.a. 2J,1J4 17.S 
Palm kernels ll,4.51 n.a. 
Palm oil 9,048 n.a. 19,196 14.5 
Cotton n.a. n.a. 9.380 7.1 
Tin 4,091 n.a. s.aElB 4.4 
Rubber n.a. n.a. 5,567 4.2 
Columbite 231 n.a. 5,167 J.9 
others n.a. n.a. 24,666 18.6 
Importas 
Drinks (al.es, beer, eto.) 4ll n.a. 
Boots, ahoee, all})P91"8 417 n.a. 
Cement 835 n.a. J,631 2.1 
Cigarettes sao n. a. 1,599 1.2 
Commercial vehicles i.012 n.a. 
Corrugat.d 1l'on 254 n.a. J,709 2.7 
Cotton piece goods 12,)64 n.a. 18,033 lJ.2 
•soureei (29a). 
~ ••• - tigure not available. 
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Table 5. (oont1nued) 
Ite 1948 "' ot 
1955 ~ ot 
value total value total 
Cycles 854 n.a. 
Fish 279 n.a. 4,778 J.5 
Textile• )4,J95 25.3 
Food, drink and tobaooo 18,004 1).2 
Flour 1,766 1.) 
Sugar 2,4)1 1.8 
Beer 2,7~ 2.0 
Cl.othing & foot wear 4,706 ) • .5 
Transport equipment 16,014 11.8 
Trucks and lorries 4,JOB 3.2 
Passenger can 2,396 1.8 
Bioycles and p&rts 2,241 1.6 
Metal and metal manutactures 1.5,8'7 n.6 
chinery ll,845 8.1 
Che?ld.cals 7,054 .s.2 
~troleum 6,497 4.8 
others 18,122 1:).3 
metal manutactures and transport equipiMmt were al.so very substant1&1. 
being valued at 15,837 and 16,014 thousand pounds, reapeot1vel,y. 
lb! N1g!r1&n Marketing BO&fds 
1here are a number of 1Md1ng oamntoditi•• that are marketed abl"Oad 
onl,y through tb9 Marketing Board System and private trade 1n the• 
oo•w.>di ti•• 1a not po•d.hle. E.stablilhed b,y th• Oovemmnt, the Board 
is an toebemely panrtul. inetitution with a wide ti•ld ot aotion and 
adequate po119r to control th• major port.ion ot Nigeria'• export. trade. 
'lb•• BoardJt nre or1g1.nal.l.y 1nstituted dv1.ng the Mocmd World War by 
the Brltillh gowmment tor the purpose ot protecting th• supplJr ot ra 
•ter1.&ls trca West .Ati-ioan oountrles under Briuah dCldn&tion. ni. 
eurpl.ua OOU.oUd wu h9ld u stabilisation resei-na in the torm ot 
United KingdC1111 and Cammonnalth s.aul"iti .. (.)0, P• 59)). Howwv•r, a1noe 
1954, th• Mark•ting Board• have been reorganised on a r.g1onal. baria. 
1he7 are et&tutory economic aonopoliea prooearing Ngion&l agrioultural. 
exporta. Hmoe, alter the :regional1tsat1on ot the Market1ng Boards, the 
pattem ot surpl.ua t'mld'• utU1mat1on wu also abanged. 1he W.st.m 
region Market.mg Board began to u .. its aurp1.ua to aid the regional. 
gonmmnt through grents and loans to d.nelos:-it project. and the other 
regi.Oft8 tollond the example set b,y the W.stem region. 1h• major l'Ol• 
ot the .. Marketing Boards, htJV9ftr, wu the etablliution ot prod\llHre• 
priae•. 1he stabUisaticn Polioy 1a noraal.1.7 baa.d on t1nd produa9r 
priaea b&oked by NMrve. tunds. 
Pro1"essor Milton F1edman bu etrongl.y disagreed with this •thod ot 
proteoting producers• prioea in order to reduoe tb• tluctuationa 1n 
1noame• on the ground.a that it intert•re• with th• operation ot tb9 tr.. 
iarket. The use of thia method, he argues, "atteota at ost only caah 
receipts and not income, and it atteota only cash receipts on1_y beo&uee ot 
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imperteoti.ona in the oap1 ta1 market in th8 areaa oonoerned. In other 
variant. it adcla to th9 unoertaint1•• to wbioh prod.WMn AN wbjeot bJ' 
requiring them to partio1pate in art1t1o1al lotteriea 1n add1t1Cll'l to 
th• natural lottery involved in growing orope" (31. P• 696). 'lh1a &l'IU-
ment ia ftl.id in a dneloped eoonQll\Y where perteot o011petit1on 11 
entinl.7 or putially in operation. 1-lowftr, 1n an underdneloped 
eooDOl'7" extemaliti•• are ottci present 1n tJw eoon019.Y m'\d so impeteot 
oond.itiona may «dat 1n all m&rkets. Frledman'• diaoussion ot m&l'ket 
impert'eation 1s then irHlevant in the O&•• ot underd ... loped oountriea. 
Whatenr the aho?'toominga of the Marketing Boards are, there is one 
iane that oan not be owrlooked: the Marketing Board• ban played a 
.ubatantial part in the eocnomio d9ftlopmit ot Nigeria. 'lllia taot 
beoomea quit. app&Nnt when oM takes a look at the aooumul.ated revenue• 
ot tJut Board.a. B,y 19.54 the Board• bad a men\» ot 120 million pound• 
ot vhioh 100 aill.1on pound• had been est1mat.d. u tNd1ng protita. 
Table 6 llbOW"S a portion of the Board• &OCNllUlated wrpl.ua over the period 
1947-1954. In an 9COl'l«IY 11ke Nigeria'•• vbere capital 1• a n.17 eoaroe 
taotor, one cannot di91!11u the revenue aoouml&ticn of the Marketillg 
Board• as being inaignifioant. 1be Board• have .. l"ftd .. oolleotoi-e or 
Government M'NnUe through the keeping ot 979t.n.tio aoommta with 
individual producers. A signi.tioant problem ot a developing nation 1• 
keeping oheck on potential tax pqers ot all categories and in this 
respect the Boards sel"Y9 aa an additional. asset to the eooncaio develop.. 
DMmt 0£ the nation. 
ni. regional. Boards are doing vhat the goverment ot Nw ZaaJ •nd 
did in 19.36 (1.e., export. products were bought tram t.he produo.rs at a 
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Table 6. Total. aooumulation by Nipria Marketing Board1, 1947-1954 (thou--
sanda ~ pounda) 
(Col. l) (Col. 2) (Col. 3) (Col. 4) (Col • .S) 
Exae•a ~ 
Xnitial N•t t.ra.d1ng oth9r income 
Produ.ot reael"fts 8Ul'p'l.us over expendi tu2'e Total 
Cocoa 8,896.6 33,797.4 ),)49.) 4.S,04J.) 
Gro1Jnd nut 4,487.a 22,48J.6 3,567.9 30,5,5.3 
Cotton 250.0 6,9!i8.6 1,102.7 8,)21.) 
Palm oil and 
Palm kernels ll,4.5?.0 21,060.S 2,497.3 ).5,014.) 
Sourcei Annual. Report.a 0£ Ns.g.ri& Marketing Board• (Jla) 
flDd pr1oe and sold at a profit). The profit 1a invest..d by tlw gO'V'el"D-
ment to serve u a souroe or ptlblio oapital f'ol"lll&tion. 'lhia u probabl.Y 
unt&i..J- to the producers but 1 t is the moat wcoeastul. wa_v to aocrumula:te 
the surpl.ua that ie nMC19d tor dev.lopnent. It the produoera v1ll 
voluntariJ¥ save a put ot their inccme fran the export prooeeds then 
th• imposition or suob method by th• govemm.nt or th• Marketing Boards 
would not be neoesaa1'7. However• most prod~• uae the ~ inaome 
t'rom an 1n01"9aae 1n export prices to inorease ocxurumptian on both 
domestic and imported goodsc the ga'ftmment would like tor the income 
to be saved and invested in a way as to serve as a souro6 td capital 
tonm.t10ll. '!he •t.hod ot the government or f'.&rket1ng Board• ie very 
etteot..in 1n the ahort-run but would possiblr cause produa.re to tum 
D1&Y from the production ot then primary pl"Oduote 1n the long.run. 
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Hence. th• gavern:nent should use a general taxation inlnediatel,y tol.lov-
ing an increu• in p1"1.oee ot export products. 'lhia is an alternative 
way tor the goftl"l'ILWftt to open.te with nepect to ptting the neoe•sary 
tunda tor dnalopnent. the government should also apeoity how th• taus 
should be paid by the various produoera. Uau&l.17 the small producers 
are moat att'eoted by 8UCh a taxation. For thU reason government should 
initiate a pl.an ~ ~t predicated on the prcxiuoer•s ability to pay. 
By so doing. a part1a1l3 1'&1Jo tax polioy oould be aohi.9V9d. 
'Ihere are. aa mentioned, various arguments againat the exiatence ot 
Marketing Boards in an eoonOIV• 'lhe author r .. ls that 1n the economy 
ot lligeria the M&rket.ing Boards are very neoesaary both in the short and 
long-run prov1.ded the aoaumulated surplus will ccmtinuall.y be u.eed in 
d.velo}21*ltal. projects vital to the country's need. 
CHAPTER ma AGRICULttmE AND LABOUR 
1ha etteot. ~ a pow1ng 1nduatzai&l 1abow toroe CID qrioultm-al. 
praduotidt,r t. a al&nio ~ in th• 11~\UN CID ectanmio denl.op. 
~t. An appreoi&tttJn ot tb9 1nst.1tutian&l. oaut.Ninta Clft land i.nnur., 
..i. ot tar., and urb&n-l'UN.1 lll1.pct1on pat.tema 1• hlportat 1n 
da-1ping ~o pollo1u IMk1ng to ldn1Jdse the •ooial dial.00&t1C11111 
ot 1U"blmiut1.an 1l!:doh have ~ (end lltlll u.) so OMtlJr in othe 
d.nl.~ naucne. 
Few the• 1'9&1on•, th19 ethapter ·~telT deal• with ~t. 
to ·tM opt'--1. allooa'tian ot the eocnoad..oal.17 acruw labour toroe 
~ agrimdtul"lll ed 1nduatr1&1 oooupationa. n. ~ ~sia 
1• ~ u.t.ted bT the &ftilahll1q ot on'l3 tna-'ltal7 data, hilt 
tu llAjal' inat.ltutianAJ. raoton .,.. inol.mecl. 
4bo\at. 80. of th• eooncw\oally aotiw popal&tlan in Nigeria 1a 
~ 1n ap!.oulture, t'OIUtzT, and tiahing. lil 19$2, it,,.. •stL-
mat.t that 66f. ot groae dOllNUo piioctuot or "4.1)8 mu tan pound• vu 
ocntrlbuted b.r thue th1'M eoonmto aot.S.v1t1n. ,. thin 90~ ot the 
oomstrt'• exj)di'te 0C11e• hall cnpe and anlul huablmd.!7 (32-. p. 192). 
a.., t.he eoanoad.o dewl.oim-nt ot Rigvla d•))em!•• to a larp erxtant, 
an the agrl.ou'.ltu:N.1. MOtor. Al.80 1n th9 driw to.mod• eoanOBia modnn1-
sat1on Nigeria 18 111tdugo1na a atruotval benatomaticn th.at ahoa1d 
nntuall,y 1.-d ~ a prilla:l'11,y egrioal.tm.l to an 1ndut1"1aliud 
6) 
eoonalV'• In thia tNM1t1on. agrloulture has a veey bportant Nl• 
to P1•T• <:ft t.h• otb9r hand. 1ndu•trial1ut1cn would oaun a •hitt in 
th9 oooupaUanal d11tribut1an ot th• labov toroa. M moM labou 
1•wa the acrioul.tural MOtor tor the 1ndust.P1a1 aeotol"e tJw d..and 
tor tood v11l. be t.noreuad du to th• rl•in& 1nocaes ot the lndutrial 
labotJr toroe. 1he bportat1an ot tood 8houl.d. be npt to a 111.ntmn 80 
that the agrioultural. MOtor wUl be able to .. t the npeoted inore&• 
in tb9 d--.nd tor tood. 'l1ie taUun ot agioioul ture to .. t tb9 lnol"MM 
1n detllbd t0'6 tood would neoea91tate inONUe 1n toad 1mporta vhi.oh in 
tim voa.1.d htn!er tb9 1n:!utr1aliut1on progra ot the gO'Nl'IWt. 
Agrioulture in lfipria i• the •jOl" source ot t'oNign cxohange. u 
nob, the p!'Oduotive ettioieno;y ot the tlX])Ol't pJ'Odllob mat be oonstanU,y 
1Jlprond 1n order to •intain a ocapetltift place 1n the vorld •Jlket. 
there awat al.ao be a strong pol.107 tv 1.aport nbat1tut1an with reapeot 
to oonWMr gooda. The teohnioal pos11bU1t1•• ot produotion ooat tor 
the• 1ood• ll'll8t be naluat.-d 80 that 100&1. prooctuotion aan be 1apl.._nted. 
:rnet1tJ&t.1onel oon•tr!1nta m y£ioultw! 
Land retol'll badoall.7 inpl.1•• a Ndt•tnmtlan ot lw. Fen- ex&llpl.•• 
th• Latit'und1.a qetn in South Allerica 1a one 1n which large ••tat.a a. 
worked b;r puaant• who u. not CMnen of the land. r.n thia oan, the 
lMlllio problm 1a to rediat1'1bute the l.and to the peaaanta t.hJoou,h re.tora 
a1-d at bPeak1ng up these eatatea. A£Nr1an relOl"a, h~r. ta a 
oanoept of muoh broadet" eoope. It 1.nallldes, inter aliae re•tt.1 .. nt, 
ngulat1an ot tenanoy, auppl,y1ng credit frg &grioultural pwopoeea, and 
oonso11dat1m o~ ~tal hol.dinga. It ma:y not neousarll,y include tU 
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rediatribDU.. ~ land. a.nee, land ...tom 11 a nbaet ot acrv1an 
retorm. Dl ipr1&1 the peasant. hav. untrGOtar,. l'ighta Oftr land and 
the csultivat1on ot it 1• dam on an individul 01' tudl.7 buia. 
1he bu1o OOftlltnints an agrioultunl develoiamt 1n N1p'l'ia are 
the an-land relationabip and th• oooupat10ll riehta ot the t.Pibea. 
'hw!itlmall1't land VU MftP held 01" OtfMd enluaiftl.7 bJ' indiYidMJ.1. 
Ind1'ri.duala onlT •j019d certain l'ighta ot u1ng the land •• lcmg u it 
vaa not negl.Mt.d. 'Ib9 u1 U.te tiU• ot the land w.1 held by a t..U.,,, 
olM or rl11ap. lb geneN.1, the oldete ot the tri.be• neroi• tdwin1e-
tret1ve riaht• .,,,... all lan:t, allocate lancl to t.b9 ftMd7 and Pl'S"Wlt 
mtual. enOl"Ot.ohmnt ot the uen. .Uaooi.ated with thi• pr9-daa1naat 
f'Ol"ll ot oCIP'IUMl land holding ie th• 8Y8t.. ot ahUting oultifttian 
whioh 1• b&Md on th9 rotation ot land 1"&th•io than oro1>9. Thi• qwt. 
vu veey ett1o1•t beoaue th9 labor-land ratio vu Yer7 low aQd tM 
~ vu 1tat10 Md nClb-Oalrwro1al.1&ed. 'lhe •.r•t.. alao a1Md. at 
1111.na tti. 1nd1~ual a MGUNd pl.aoe in the ocmmn1tr 1rreapeot1w 
ot Ma inbel"'Mlt abili\r or 1nabll1tr. rurthel'llON, it &To~ded, traa a 
eoo1al .tmdpo1nt, the ri• ot a landl.ord-teant relaUoubip that•• 
eo o: an in molt parta ot tJw world. 1'tw tea Cl6IWJM 1n the tr1b&l 
HO!et3 1• oluel.y uaootated vitb tr.di tiou ot land tmve Md Nn...t. 
the At'rioan •001.al pattem ot the ~ed tud.11'• 
TM at.ded 1'&11117 in wt b1.bn la a group wpa1ed ot 1nd1T1-
duala tft.oing their deeoent to a a+ an 1noestoP. S..t1-1 th1a peup 
oompriae .500 OP more 1nd1Y1dula. '!he hMd 1• a ..tor ..i. .-be1" ot 
tU ~and 1• uailted b.Y eldera vho tGN the t&ldJT oounoU. n. 
dUV ot tldAI oounoil 1• to adrdn1.ter f..U, land to the indl'ri.dul 
a..i.ns tbH9 joint reapauibil1t1•• and dutt.1 p:p.ote ol.oae taaU1 
t1••• Pat ot the tudl.J' p:Natip 1a du. to ita land holding• (33, P• 
125). 'lbi• land oannot be &llenat.*1 or didded exoept u the ha117 
pt.._• to do •o tor the good ot lta indi:ri.dul -.beP•• Eaob ..abe:r 
ot the fam113 is ent.itl.ed to u auoh land u hi• nMd diotatu. A8 
long •• tbue 1• land aftll&bh, th1a oan not be denied h1a. ilthough 
l.md 11 t.ld und•J' the trustMship ot the faatly heed in puoticnal.&!", 
and the ohiet• 1n gcer&l, th1• do.• not neoe•aaril.,y 111P17 that the land 
i• worked oeamn&ll.:r· aoh taaU,y (that 11, a ma, h1a wUe, and 
ohUdren) n1 tin ta• their own port.tan of land an a •PIMta but•. Male 
-i.r. of th9 tutU.•• ue expected to take Oft!' their tat.Mi-'• t&Ne 
I 
when th.,- haft •tuftd• I.t, al.tematiftl.T, th•N 1• BON tamll,y land 
anU&blAt, it 18 &11.ooat.d to tu •tved ul.• i1Nb9n ot the .t..Ut.1. 
S..U... the in~ allooatian ot taail.7 land 1• dan• on a puM 
neat or ... anal buia. The •thoda ot u.ing oCBllUft&l land &N duts.n-
cuish8d b.r exoeptional. amlt1toN1\r. Jn pneNl, tt.• •thocn depend 
oni (1) population ctmaiv, (2) \J1» ot oul.tiftt.d vope, (3) the degl"M 
of preaerntlcm of t.rib&l Nl.at1ane and (4) the degree ot d.,..loPMf)t ot 
the llOM.1 ~-
Faotor Mdundano,y -.r aooo•t tor NftNl. pheGMna aasootated with 
tb9 qrioultu"1 NOtore The produot1an fanotiCM 1a Fipr9 1 ahon 
&1.temat.1w outpat lnela (Qi, Q2) whioh -. be attaiMd with tw input.a, 
land and labour. \ft.thin the oane, POQ, the inpnts are nbatltutabl• b\tt 
hotoJ" NdundaJ:lo.r oooun tor 1npat OGllblnation• outnde of this region. 
For ditterent l~ oaab1natie11t• ot (lt. , L ) and ( ti , L ), land -i 0 0 0 
Nd1mdanq inorMR• aa tM aotiw laboul- 1'ol'Oe dHline• hem Clti to 00
0
• 
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FIG.I. SHIFTING CULTIVATION IN A LAND 
REDUNDANT PRODUCTION TECHNOLOGY 
labov toree tall• to CJf 0. Change• in rel&Un taotor prioea u allo-
oators ot inpota are 1nel.ennt in th9 u-ea out.id• ot EOQ and haw 
t.Mretore been naluded. 
'Ihe land Nehmdan07 depleted 1n 11gure 1 prob&blT m~ tddtt-
1nc cnalt1Y&t1an •thod• band cm the rotation ot land rathn- than orope. 
J.8 long u high Want •J'>tallv. tribal wan Di intdequate heal.th 
oanditione aoted u a ohHk an popul.&Ucn the Nlatiw tutor ocmbina-
tiane sbcNn tn Figure 1 prob&hl.¥ preyalled. Buh f'&llow t.abniqma are 
tb9Nb,r ~ and ttwre 1a little need tor dneloping moN adftnoad 
1n ftlti•Ue and tall.Giii land aN all deteNined bJ' the aisting 
teobaal.ogy (the U...S PJ'C)duotion funotian) and ah1tta 1n populaUan. 
n-. 0Clllbinat1au &l.orag tb9 r1dp u.n.. OP. .,.. detend.Jwd b7 the 
MOll-1oal.17 aotln popalation and buah tallow teah1d4ues ue rational 
under nob oondltion1. It 9hotal.d be noted that 1n a ml.U.period pro-
duotion aodel tallow land vO\lld not be oond.d•Nd a tot&U1 Ndundant 
taotol" of produoticm, b\it only vi th populatlcm inONUe• n.ttioleat to 
proctw 1.abov Ndundano,. vw1.d a orop rotat1C111 teo!moloa be eno<Nftpd. 
Popalaticn CNWth 'WUl.d rnntull..1 be a]»Oted to Nnlt 1n 1abcrv 
~· tbh •ltut.ian i• depioted 1n F1pre 2. Redundant agri-
nltural. labov t.ewa th• nuolns ot th• 1U'b&n tndut.Jit.al labaur toziee 
under •pprorriate aip&to17 oondlt1Clft9. Thu 1n F1gme 2. it -.y be 
uac rd that ldgl&Uon ot f1. oooun with th• t:lnd taotor OClllbinatian 
(L0 , n3). TNdit.1anal Oansmption standard• -.,. an the ot.Mr band, 
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FIG. 2 . MINIMUM PER CAPITA CONSUMPTION 
STANDARD IN TRADITIONAL AGRICULTURE 
ruult tn leu than optimll ottJara Jllcratlan and 'tdlqcd.Md" labour 
NdllDdano,J in ttw qricnll.tural. MOtor. (Fut.Mr dieouaicn ot "tupt 
inoam" vorkllN 1• toand 1n the DIXt aeot1an.) SUppoae that t.Ndit1on 
•t. a find per oapita oonw.ption at.ll'Jdard re:pl'eemted bJ" ~(~). 
'!'be• point• u. •1tabllm.d b,r equating. ~/N48Q.jN3• under Rah oon-
d1t1au aigNUan or onl7 M/4 voul.d ooov, lMYlng N48i •• the 
agrioul.tuNl.17 redundant labour toroe. Enoom-agwent ot a btgher pv 
oapita oon.-ptian a'Unclud oould renlt 1n llOl"9 nffl"l.1 opt1aal 111gra-
t1on pattema reducing ap-1cru1.tural. Ndunduo7 to ••l'O at\• Thia 
anal.1si• lndioat.• that tnd1Uanal ~al nOl'U ~ al.ao re.ult in 
inpo.t OOllbinaUana whloh fl-a. an .aonono Yi• point are cn&taid• th• 
oone OPQ and, 1n thia aena•, l••• than opt.1-1. 
Damt ot 90ft!'01&11et\m on tr!st1t1ont1 rut.a 
CcfttraJT to popu.1.aJ" notian, th• tnd1t1cmal eoon-.y 1n Nipna i• 
not atat1o. thoda o,! ~land •haring and crul.Uw.t1an yary (both 
owr U.. and rec1onalll') 1n aooordanoe vith .aanomlo and pbploal. oon-
dit.1Cllla. nioagh th• eoon0117 of Nigeria ~ be termd •• being dual 
both at!'\IOt.ual.1.1 and aoo1ologio&Ur, the exchange aeotor ha• had a 
gN&ter iaput Oft the traditional MOtor than Yiae Teraa. 'IMa ii a 
logioal and 1nrtitabl• re8Ult or th8 oontaot of th•• wo oul.turea. Aa 
auoh, thv. la no cl•ar-cut Mp&ntian betwen nbautenoe tred1t1onal 
MOtoP and .xohanp HOtor ecoept 1n an anal.7t1oal. ..... Thia 1a du 
to ~ taot that put ot th• nnaae•• produoticn ta -.mt.ct in tb9 
•change eaanc..,y and thereto.-. ._. part.1 ot th• Tillage reaouroea are 
1noluded in th• anal.1a1• ot the excbanp .aon-,y. Thia part1al. 
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~roial.is&Ucn ot agrloultu:Nl pJ"Oduot. tor dcmeatio uee and PN-
duoticn to'f' export. •rk•t. <••I•• ooooa) plaoe• MW oanatNi.Dt.. on the 
traditional. tenure •TSta· FoP example. u a peNnDial. 01'0P• ooooa 
produotian U•• up land tor a lcmpr period t.han do orops that ue 1I01"9 
t.yp:loal ot a wbaiatenoe fand.nc econo.,y. In th1JI napeot. th• nlti-
ntor•• int.rest 1n a apeo1fio plot ot land beoOMa indetinite. a. 
oan not ftJ:ll,07 the •thod ot •hitting oult1nt1an oP bu.ti 1'allow •• 
1• tndlUQD&lly Nquired eo u not to exbaut th• land. At the aw 
tt.. he 1• Nluotant to 1nw•t 1n a part.ioul.ar pt.eoe ot land beoawse 
ot moel"tainty. H9 1• oaught bet:nen the 1ap&ot ot tlw aoh&np 
HonQIV and the J'1c1dit.7 of the tr&d.1Uanal qat.a. Henoe. a nMd for 
a etraot.uNl rnl.uat1cin or the old-•,..tem ot lam tenure A1"1na. 
Protea.or H. A. Oluwaauud of the tlliftniV Coll•P• lbe.dan, 
llipria had th• tollOldng to aa7 about the exbt1ng a1tuat1an o1' lU1d 
t.nuNa 
"A.a a result 1n th• obanp 1n t1w eoan..r o1' Bipria the old 
qatem ot land teauN ha• beoGM a el.av, imtteotual., and 
tncequte whiol• ot etteo~ tund••tntal ohanpa 1n 
agl"loultural praoUoea. It 1• thenton ntall.7 illportant 
to nolw a qatea ot tenure that v1ll Pl"9 .. l'ft all that la 
beat in the old qat. and pel'llit at tU -. U. the 1.ntro-
duotion of inncwating teobniqu.a in agrioultve. A.a a .PN-
Nelui•ite to nol.Ying • 1ION aattataotor;r .,..i. or temaN 
tb.e oonoept ot ownerabip and oontrol need• to be re•rm'ned 
1n th• llcht or ohulging 1001al oondittana. Thi• J)&Z"t1nl.&J"l.7 
t.l'Ul9 ot awnenbip and ocmtrol. ot anoult1Yat.d bu.abl.and" ()4. 
p. )}. 
Jn the T1mon1an tna.work • ti» delW Ung hypotbede 1nd1oate• 
the utent to whioh a partioular land tenure etruoture ob•t.Paota and 
taped•• the dewlopmntal coal within agriaulture 1n put.1oul.al' and 
Rigwia in pner&J. ()'• P• 88). What an the dnel.opmstal and 
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agrioult\U'&l goal• ot th• N1prlan pvemment? The tollOlling govem-
1ntal etatetwnt w1ll -1<• 1te pos1t1cn NlatiT• to agriaulturel dewlop. 
.nt olear1 
"OYer to~itths ot the population ot Nigeria depend on, and 
aoN than bal.t ot ita Gro•• N&UGMJ. Pltoduot 1• del"ind tram 
agrioul.ture. toreatry, llwatoc!c and tiwri••• The expaneion 
and 110den1aat1on ot agrl.oulture. and nlat.U prodwstian 1• ot 
Cl'UOial 1aportmo• to the d"9lopmmt o~ Niprtan "°"°""• 
1'h• Pl"OH•d• tl'Cm expol"t prodmte w1ll determine to a larp 
utent the volume of illpol"te vhioh can be made nailable tor 
eomc.lo drNlopmnt 1n other NOtor•s the ettioient expandon 
ot dmteeUa tood pl"Oduat1an v1ll detel"ldn• not onl.7 whether 
the B1priu people vU1 eat better. bQt &l•o whether the7 oan 
etteottv•l.1 Nduoe d•pend•noe on imported toodatutt•s th• 
inOPMMd produot1T1.t..1 ot qrinl.tUN v1ll determn• vbethv 
th• 1.no_. ot th• £N•t •jori~ ot the people oan be 
etteoUwlT N1Md. and this w1l.l 1n t1D"n d.eterm.M the 81H ot 
th• daaeet.1o •rk•t tor the uv indutl"ie• whioh AN 41X))Mted 
to apr!ng UJ)" (24, P• 55). 
eonoa.itant with th• Sapl.wtation ot th9 objMtiTN ot th• goftmmnt 
for agrioultural. isprOftllent 1• aleo th• imJ>l"OYeneftt ot an.land rei.. 
t1an•h1p. 0Mn•Nh1p per •• le not the un1qwt ansnl' but on• ah.cNld 
con11d•r vbat oombinat1on• vwld contribute the max1.llum 1ncom and 
HOlD'it.y or tenano.r 1n th• ach1everumt ot t.M dneloi-ntal goal.a ot 
th• Bipnan 1owl"Meftt. 
cnoe a aountr.y aoquire• a oompar&UY• adn.ntage 1n the p!"Oduottan 
ot ap1.oultunl ocmaodlt1•• it enters into a t.Nrl•itional pha ... 
N1ger1a, theNton. hae entered th1• olue b9oau. such Ol"Ope u ooooa, 
and oott .. •n h!chlY profitable and •J"e PJ"Odw:Md not onl.T tor <lometio 
oonnaptian l:Qt pntic1pellT tor apoPt .arket.. To 111J'1"'099 the p?'Od.uo-
ticm ot th•• owod1t1n, a oel"ta1n amount ot 1nft•tmnt 1• neae•Ul7• 
U 1n'ft•t.nt 11Ut be made en an 1nd.1Tidual. b&a1•• th• MUon&l.e 
behind th• retum hOlll th• o<llllUMl tribal qstea to th• t.ndbid•'UaeU an 
or quaei-1nd1riduallaation or tmure llUt. be --1ned. ror naaple, to 
PNMl"'ft oantinuiv ot teure 1n tti. aoantr:reid•. Tansania'• gove~t 
1-ldi&tel.1 upon 1ndeP91Mienoe 1n 1961 ~ a ler to repl.aae hMbold 
land with lea .. bold t.nure. In principle, land beo•• tM preJ»?°t1' ot 
th• atate, and uiating tnehald titl•• wre ooawerted to 99-,.ar lea.._ 
hold•• nmonns the poadbUiv that land oould be 1nh•rited and d1Yided 
uong the 8\U"rivinl -bere ot the ta:ll.T ()6, p. 47). It h hard to 
dNW the oonol.uaion that thil wwld N.ult in the opt1MJ. UM ot tarm 
land• b\lt it 1• a stAtp toward a ohang• that 1• intended to gin th• 
individual. tar.r the .ax1am eeour1ty ot tnano.y. It ia also bosied 
that th1• Maa:rlty llight prorlde th• 1noentln t01! brt'watwlt l'eoffa&J"J' 
to !apron agricultural. cand1t10M. 
L!nd utili&1t1• Y4 £!!!di•• tor th! e1 'MM •1tvet1• 
1he unequal diatl'ibution ot population make• it h1ghly d•aiNbl• 
tor acme naibillf-T 1n l.i>our aobUly. F1gve 3 abOll8 that the moat 
ct.uel.y populated area 1• the Butem region, wheN 20.5. ot tM f&l'll 
population O\llt1nte & t°&ftl of leaa than 0.25 AON (U ehown 1n Table ?). 
~ o.2j of the tana po~t1Cl'l haw taru that are peat.er than 25 
U1'9a and le•• than SO aorea, while tlw maben &1"e 1. and ).l~ 1n 
the Nol"them and Wut.m region•• reapeot1val,y. About 2,. ot the t&rMn 
1n both the Weatem and Nol"t'J»rn nstcna oul.t1vate a tana ot onr 5 
U1'99. Di th• tut.rn regian. bowewr, on17 about not tb9 t&l'MN 
O'Ul.tiftte t&rU ot 110i. th.an .5 &ON•. 
Table 8 ah~ that th• bulk ot th• land 1n Ni«erS.a 1a unaultint.d 
bu8b and bu.mh tallow. Rowft91', thi• land 11 under the G111Wrahip of and 
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Table 7. P91"Mfttap distribution ot t&nll9n aocol'd1ng to a1u. and 
ethnio IJ'CNP 
Ro rt.hem tem F.utern 
ltcv1A Nlger1& 1pr1& 
Sta ot AN& FU'lled (1957-.58) (19~'9) (19.59-60) 
(in t.arH) ~ • • 
Ond•r .25 1.9 4.7 20.5 
.so and under 1.0 ~s s • .s 19.8 
l.O and und9r 2.,S n.o 14.7 24.6 
2.s anct und.r 5.0 'l!l.7 35.6 21.1 
5.0 and under 10.0 21.s 23.0 6.7 
10.0 and und.er 25.0 19.0 10.4 1.1 
2.5.0 and tnier 50.0 7.0 3.1 0.2 
Oftr .so.o - • -
Total 100.0 100.0 100.0 
oantJ"call.9d bT ICIM regional or ethnio iJ"OUP9• Fen- example. 1)9.6 llillion 
aore1 ~land 1n tha Northern J"egion are unoul.tiftted vb1le anl,y 1.6 
a'111an aoree 1n the Eaatem region oan be CJ"OUP9d 1n th11 oateg0J7. 
~ r1ctdit¥ ~tile tndit1cn&t tenuN 979t. autmatioall.r cau..1 the• 
unoul.tinted ~ to ha-.. ethnic ol•1untl who haft no plane tO?" Pl'G-
duetift utU1ut1cn 1n the tuture. 'lhi• ie a great obriaol• to &~ 
oultural. dn.loJll8ftt• A.I a Nnlt. eaob oaaanm1t3 group 1a deniAtd an,y 
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Tab1e a. DUtr1bution of total land area tu ue (•nlSOft8 ot aoN•) 
Nipria N'OJ'th Eaat W..t 
Area ~ .... AN& AM& 
Farm crropa 19.7 9.4 12.2 6.8 .3·9 24.s 2.1 10., 
Tree oropa 2.5 1.2 - - 0.5 3.2 1.6 s.4 
Fallov 29.0 13.8 16.8 9.3 6.0 9'·7 6.4 J.J.7 
Forest ""'°'" 15.9 7.6 10.2 5.1 1.6 l.O.O 2.8 14.8 
lf~tural 2.0 1.0 1.4 l>.8 0.3 1.7 0.1 o.s 
'Unoul Uvat.d bl18h 
and wut 141.1 67.0 lJ9.6 71.4 1.6 9.9 6.o n.s 
Total. oCMINd to-
19.4 100.0 1Nl"n7 210.2 100.0 180.2 100.0 l.S.9 100.0 
Souroet Report an the Saapl• Cenaua ot Ah-!.oultUN, 19So-5L, Lagos, 
N!pria, WHt A.tl'ioa. (36b) 
1mreue 1n ftlue that '-.::! haw &CC1"Ued to woh 1.t the tanure ayst.. had 
bNn more tl.exible and, in genaNl, the Pl"Oll"9•• ot eooi•V as • Whole 
1a ntarded. 'lbe r:1gid1f3 ot the tractition&l &711t.- ot land tenur. 
doite not pel"Jd.t onterprie1ng elements ~ the tum population to use thia 
uncultivated land. Henoe, govemmetital 1nterw.nt1on 1• neoeaaa17 it 
th• eoonclld.o goal.a o:r agrlaultUN arv to be acb.ined. 
'!he" mut aleo b9 ooeupatianal obll.1 ty ot ou1 tlvatora. hi 
logioal. heir to t.h• 11t.Plh9-state" should be the "nation-mt.at.eh and the 
z1ght ot "em!Dent dama1n" should be exercised Oftl' all unoaltivated 
land in the entire tederat1on ot Nigeria. '!he .. ..nt.1&1 paoob1• should 
not. be that et dbecrt-Cllllmnhip. alt.hcNgb it W U9 WNten ftOl"ll8e th18 
would be the ult1-te renlt. H&Neftre the eoonmdo probl• 1• attatn-
in& tt. opUm 0Gllb1nat1on of...,,- inome and MOur1t3 ot tcure. If 
the t.Ndit1GM1 attittd• and ... u.nta taYOr ownel"9hip, it aboald be 
ti. Got• 1 nt• • duv to let the ..,,,..._ ot th9 people be oal"l'1ed at. 
1be Goftl1 tent ahould hope that tM attdnl9nt. of camarehip vw1d not 
be an .m I*" "• bat --.1.d oantrtbate to the agricrultval objeot.1YN ot 
tile Planning Ccmd.•d.cm• 
The tea prodwst1T1'1' i• ~ deftMd u tbl Mtio ot out.pat. 
to 81\J' 01' all of th• inpqta U9d 1n produoUan. 'Ihia Ntio 1a aprNMd 
in 'PhTeioal t.l'U. 
(II.1) S • 2 
I 
~t1oall3'e it la giTm u 
vb9n E 1• the •tt1oi•OT ot produot1an, o and I &re ~ and inpat, 
1'99PMU~. It t. 4"1.detl.7 ..., tra equt1cn II.l that an ~ 
in ettia1eo,r 1a ,__..tad •1thezt b,y in~ the output for a giwn 
inJQt or dHNU1ng the 1npgt tor a ct-nn output. tt labour prod.U.TS.t.J 
u WRNd., th• ~1a bM .. • puoUal daoe 1t i• a r&tio ot .tPQt 
to anl.,y GM '1pe of inpat and pz-oduoti'ri.ty ie MU\1Nd 1n tnu ot outprt 
prod'Qotie hnotion t.bat abSbita oonstant retmu to M&l.e. Thi• 
produotton f'anotian W9 UelWd to be lineuo and haogwau. tt the 
~ta. labour and oapttal. az.e ded.gnat-1 by t and K, N.,.otiftl)-, tb9 
ntpit (Y) u expru.-d u a t\anottcn ot labour and oapital.1 
(II.2) Y • t (t.K) 
AP'Pl11na EUl.er• • Theorem, total ou.tpllt h 
( I I.)) Y • ~ L + it I 
'tlbeft (~) and <tt> are the Ul'l1nal. pi-oduot.1.S.ttea ot labour and oap1t&l, 
respeotlftl.T. tblw ocmpetitiw •1tut1au, 1abow voald be paid bJ' the 
ftl• ot it• marg1nal. praduot. 'lbat la, 
( II. 4) W • p • ~ 
6Y 
vheN p ia the prloe lnel and W la the 1r1p Nte. tt inazndng or 
decn •••!nc Ntund to 80&1• u exhibit.-d b.r a produotlan fQnotie, 
equtian II.4 i• no lGaPr ftlid. Fraa thi•,.. - that ft9ft with a 
produotian t.motlan uno9rtainV Al'l•• •• to whether l.abouP la paid lte 
mug1nal. ftl• pzooduat. Tbt ~t beow• 110N 1m0el'ta1D 1n th9 
ilipMt m aCMlt -ftl"N ot laboP produoti.S.t.J- tr?, P• 172). C&pltal 
re~• 1abou:P 1n tb9 ~ ~ ~ -.obSMJ7 to do tb9 work uoca-
pllabld f Clll'9r]¥ tbrdugh ~•10&1. ettorta. 
Diere S.. alJlo an 1nd1reot ~tot produoUrtv 1n the 
ab11noe ~a tonal produotian 1\motian <••I•• labour turnonr and 
ab9mteeia). 1he tem 1abOv tumonr 11 ued to r9hr to th9 gron 
.,, ltlt ot tnn4nlN into and out ot emplo,JWlt within a ~ 
budneaa Ol'gald.aat1C111. A oerta1n aomit ot labour tumonr 18 PNlll'lt 
1n _, enterpr18e. For GAllPl•. the repl•oa11111t ot NUNd or twput,. 
tated vorkeN h neoe••l'7 and unam.dable. RawwNr, U wornN 1.-w a 
tin ocnt.1maou1¥ in large mabera, the out.pat ot tM tinl V'OQ1d be 
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iJap&i.Nd. For th1a reucn, 1n om- appn.1-.1 ot Digerl.an labour- pro-
duoliTi y, w 8h&ll eholt that _. 981JM'ftta ot th9 labcrclP toro. exhibit 
both atabll1t3 in 8ftP1019Dt am ecanoaio ratianallv. ()i the other 
band, other .. ...,ta, thouah ratimal., do not ~· ciaoastNte W.. 
•t&b1llq. 
C1""t'•"• at +be 1aboR tom 
'lb9 tl1prian eoanOIQ' 1• tta&1 1n that tbeN oai-cd st. both a llOd•m 
o.p exobanp MOtor and a tr.UUeaal nbd9tmoe eeotor. Bllo&ue of 
tbSJ1 chaallt.y, the1"9 AN bro dlatinot ~eta of the labour tore.a (1) 
the Ill.put or target wol'keN and (2) tb9 peN&Mnt voricen. 'I'M torww 
workeH aN that •pint. ot tbt labouz- tONe that b.u pa:rt1al ~t.lnt 
to tbe tlXobanp ROtor. Fw aaaple, a tazpt vorkv ldght _.. into 
the exohanp 8Mtor to VOl'k tor •ouch WT to mabl• h1a to pq the 
dCllW!'y tor h18 bride. W1wn be h&I l*i• the D90988&1";1 llGDfl.Y he oonnders 
hi• tuk aoocap1.1&h9d and l'9turns to woJlk in ttw traditional agriCNltural 
..ator. 1h• pe~t VDl'Dl'I are tho.• that haft Mttlad in t..be exohanp 
MOtG!t and do haw a oOllait.nt to tbia uotor. Eenoe, aeparate OOIUl1den-
Uan ahOQld be pwn to the~ CNJ'ft• ot the• taro al•mta ot the 
labaur toroe. Moat 90CllMll!sta untortunate]3 aggregate the suJ:IP11' ctm'ft9 
ot both the target vorkRll Ind the pe~t nrkera ot the mhanp 
..tor. 
lh9 oonoept ot a "b&okvud &loping" euppl.r om-n tor 1abow ()8, P• 
476) _,.be JMdU,. ap1.a1Md 1:v the tailUN to aooount tor the aobilit~ 
or th• target wornn. An tnm.a.. 1n t.a. -a- rate _.bl.•• the tuget 
1'01br to aotd.9n hi• fixed 1nome target in a mOPter period or u.-. 
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Atter thi• ob_,.oti-n 1• attained he u.y return to work 1n the non-
aonataey traditional. aector but this d•• not nec••au1.l.1 •an that th• 
aggregate euPJ>l.7 ot labour ha• deollned. IndMd, it th• taJOpt wol"ker 
1• nl&tinl,y moN ettio1-nt as an agrl.O\lltwal emplo,.. an incsNU• in 
llOnQ' vagea 1n the Gobange HOtoJ' wil1 ln01"9AH the supply of labomt 
(mealNNd, aay, 1n ettioiency unit.). 'Ill• tallUN to inolud• empl.o.,..nt 
1n the tradit.ion&l notor •• an el...nt 1n the aggngate labouJt npp1y 
011"9 mq nsult in a biased judgment ooncem1ng the labourer'• reaction 
to higher aoney •P•• l.n the put IUftT unstdlled. WOl'ker• 1n the 
exchange notor wi. target (oJ> llignnt) workeras the ocmtt.nud d4rnlop. 
ment ot the a:ohanp notor v1ll renlt 1n inoreaaing attNOtift altei--
natiw• to sub•iatAmoe emploJMnt in the tnditional notor. 
Another ol&aaitioation of the labour toroe UT also be unM. 1'h• 
Id.grant womn UT be d1T1ded into unC0111mitted a1'ld ~tted 
elemntaa the pnmanent vOJ"kers oould be diTided into o-'.tted and 
ove:r-omaitted elements. TMre coUl.d &110 be other 1ntel"Mdiate stages. 
Honnr, let wr term t.be•• eub-d1T1d.ona broadly as the "stages of 
oamit.nt" ('9, p. '">· 'th9 target workers would be oansid.Nd 
unoamdtted to th• exchange MOtor. caugtit between 'h two eoonOll1••• 
tred.1t1onal and exohange, are the 88'!ld..oollmlitted workers. 'they an 
people who •intain oontaot with th• nbdetenoe eoonom,y but work on a 
l••• Ngul.ar baa1a 1n the exohanp eoonosv. 'lh••• vol'kers do not b1'111g 
their t..US..• al.onc vith th.a ud they are •a..tt..• oalled the "baoMloJi-
work9n". The penanent.17 ~tted workva AN the one• that haft d.ia-
ooatimled their Nl&Uonahip with th• 8ub1inenoe MOftGll1' and t.h91Jo tribal 
baoqround. 111• •ouri\r ot tbeh -.pl.OTmDt la d•t.l'll!Md by thir 
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employers and one could oharaotel"ise their eocmClldc behavior u being 
s1mllu to vorken 1n any wap eandng eoonam.Y. 'lh•Y are also th• •in 
element• in th• labour toroe ot th• exchange sector. Th• other laboUl'-
1.ng olass 1• th• oftr-committed J>9?9n•nt vorkera. Not onl.1 are th••• 
vol'kers totalJ.3 devoted to the exchange aeotol', but they are also 
taithtull.Y committed to their oooupat1ons and employer•. For tbeM 
wor'keioe, seniorl ey, nltare and reUremnt benet1 ta are illporl&nt taotore 
ensuring their COllllllitMnt to the exchang• aeotor. 
TheH ie much complexity •••ooiated with the ~·· o~ oonaitment. 
Prot•••or Kerr ot th• tJn1:veraity ot Calitomia hu eloqwmtJ.T ~ 
the proo••• •• tollona 
"• ••• th• Nal problem is not the adaptability ot man, whioh 
ia alm.oet 1ntinitel.7 greater than we ono• supposed, but the 
nitabil1ty ot inatitutions and their po11crl.es, 'l'he contaot 
ot aiv1lizat1on, th• traditional and industrial, oan be 
managed well or managed b&dl.,-. The •001.al management ot this 
ocmtaot, not the adJU8tabil1t:r ot individual •n, 1• the 
heart of th• matter. 'lbis management oan g1"9&tl,y e&•• or 
greatly hinder the commitment ot an industrial labour toroe. 
Beyond o091t..nt, it oan vutly atteot both th• liberty an.cl 
t.be nltan DE th• nw indu..tz.1&1. man•• ()9, P• J'.}4). 
Stabll1pt1on ot th! laboµr tore. 
'lh• firat ao1ent1.tio study ot the Nigerian l.abour pzaoduotivity was 
don• by Mr. Peter Kllb:r and wu tinanM<i by the Fulbright Cmaiea1on • 
.Into~tion vu oolleoted tram a1xty-tbre• eatab11shmnta vhiah aooount.d 
tor over .50,000 workers o~ 10~ ot the wage ..mer• 1n Nigeria. Th• 
reaearoh oOWNd eatabliahllents ot T&r1oua d.••• whioh had ooaaiderabl.• 
diwr•1t-Y in unaprlal. training and complui't¥ ot org&niu.ticm. 'lh• 
t~ ~ iMu..-tri•• oov.Nd included material. prooeesing, tood produota, 
consuaer-goods tabrioation, mineral .x.traotion, constJ-uoticm, eto. (•M 
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Table 9). 1hlt ~ uuund l.abolD' produot1Yity 1nd1Notl7 thNach 
l&bov tumOftl" and abMnteeia to dmautrate tb9 indutri&l. oamit-
mnt of the Nigerian labour toroe. Table 9 ahan that there appear to 
be a poaltift OOl"Nl.atlcn of houn pep vMk (I') and hov]3 wage (Ii). 
Bxoept in t.. O&M• th9N &l.ao appeara to be a relatinl.T low p11rw.tap 
ot abeenteet. wti.re the np 1• h1cher• 
StabUit\f' ot -.p'J.OJmnt 1a a taotor that etteota produoti.S.t.7 
crnt.17· • pre-reqllillite tor an etteotift labnr tONe •oal.d t.Mrefore 
be th• atabllisatian ot th• 111.grqt vorken. wage. plq an 1nd1•JJ9U&bl• 
pu-t in the .tabU1ut1cin JD"009••· The ~t ot a _,. nttioieint 
to ]rOT1de tor the need• ot worker• and their depmdenta would oreate 
a MaMr degree ot ocmdt..nt. 'Ibe extended ta11,r 1n Uroioan Tribal 
lit• ta a oonoept that prenppcM•• that the able-bodied .. l»H ahoald be 
angapd 1n aoti'f'itiea that would pnerete •llJ>poJ"t tor the 110N dei-ndent 
wber.. The un-ocmdtted and MllL-ocww'tted woricen &N t.J'ploallT 
people vitb peoun1&17 1n0111t1TM. Tbe atabWt,y ot e.pl.o~t oonditiana 
1n th• aobanp MOtor 1• wighed againat the unoertatn~ of a good 
harnet 1n the tNdiUanal aeotor. 1b9 detendning taotor 1a the wapa 
tlw h1ahtt tM vap, the llON t.he anommitted and ~ 0 -Stted __,,.,._ 
think about ~pe~t and .J»lW.Mftt attaotm.\t to tbe llXOhanp 
Metor. nw n~ of th ... wOl'kva to the aobange ..otor 1• s.n..n.17 
proportional to the inoc.9 gefteNted 1n th91JI' N.,.Otlft T1llagea. 1bat 
1.a, it the barnat ia iood and Y1lhp inocme ia bigh, there vlll be tw 
WDl'ken going to the aolwng9 aeotoi-. Rowftr1 a bad harwat nsulta 1n 
a ftJ7 l&rg9 RJJP1.T ot •~tted •ozolcen to the excbanp ~· 
'lha 1ntmd.t,y ot oontaot batwen the exohanp 9Mtor and the 
8) 
• Tabl• 9. Cro•a-8"tian ot 1ndu8tri•• ~.r of tlw NigeJ"'!an HOft.., 
Nu.her RCNl"l.T wage Homo IMtP D1.tanoe GJ'CMI• Groa• 
mpl.OJ'9d ind• Sd-100 WMk to VOJ'k at:.mae - tumcnw 
1i x, Xz 
Bake17 38 120 63 1 ' 10 Br.-ry 80 110 47 ' 2 4 Callftil17 100 no 45 2 2 -Per"-ry llM> 100 42 2 2 4 
Cig&Ntt.ea 180 140 45 2 2 4 
Rubber •hoe• 2?0 120 (lO 2 6 4 
Bl'-17 :JC)6 120 47 1 2 4 
Soap 636 200 45 ' 2 
., 
T.n11H 1100 140 4.5 ' 1 '' adldiq 
•terial• 100 90 45 ' ) ) Canatnotlon 1'.5 100 4S 6 2 -Jo1M17 ~ 160 4, ' ' 5 Rlabbe:r PIOll•ld.ng 90 1.S.S '' - ' ., Rubbe:r proeeuing 100 100 10 ' 1 15 Rubber PNOe•dna l!SO 90 6, 3 9 94 
Rl&bber 
Pl'OMl•ina 140 110 4, ' ' -Jbabbep Pl'009••1nc 220 100 
R1abb9r 
?O ' 4 23 Pl"009Uine ))() 120 10 2 4 -4 '-mlt oil 
11111• 1000 100 i., ' ' -c..nt JSO 140 56 t 2 4 n.Mr and 
PlJwood '200 200 45 ' ' 12 Ttn-edning 3.500 100 45 4 6 8 CoalJ'lldn!ng 8000 180 118 2 12 4 
Harbour .....-i 8900 140 
Pala plant.. 
4.S ' 2 6 Uon 600 100 
Pala plant.. 
.. , t 2 22 
t1an 1YJ 100 ... , 1 7 -
&s.m-1 Fed•Nl M!n1eb7 ot C-ree and Dtduat!7e lndutnal 
DtNOtor,. (Lqoe. 196)). (39a) 
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9 eft Olte bl& •alo"(dm s-n..os ··~· lut.ztq. JO i~P9 
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~ UDalUlll Ul91-190 '9 ll N9t(l uon~ nevpnq .10 ~ ~ .... 
ui •a•ew>H •Amouooe ~ w.nnedmo • Ill • ...,~  
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hiring 1nc0111petent vork•l"•• On th• other hand, a tira might US• wage 
diaor1ainat1on by promoting worker• ot a lower grade it labor ot a pa!'l-
ti.cular grade cannot be obtained beoauae the curNnt wag• 1• too ~h. 
Tbua, there 1• great f'lexibllity with re•peot to th• h.1Jt1ng pol1ci•• ot 
nployere. 
It 1• well accepted that the qua.lit.,. o! work •7 be illproved by 
training. 'Ih• associated coat plqa an important put in the training 
decision.a ot the employers. It the cost or training is high•P than th• 
exieting wage ditterentiaJ., the employer might preter to f>&7 the higher 
wage. How.ver, where needed eklll can be aoquired in a relative ehort 
period ot time, and the wage margin tor the skill is high, the r.aploy.r 
might pr9ter to prortd• tti. n•oe•MJ"Y training. The length ot the period 
ot train.1.ng ie th• determining tactoP. .ileo th• risk as to whether the 
workers voul.d sucoeaetully coraplet. th• tM.ining 1• taken into considera-
tion. r.t the worker• that are U-.ined by a particular nployer bav. 
tM option ot •••king employment elawbere atter th• tr&inin& with no 
obliaation to the tira that trained them, then th• employ•r• would not 
train worker• unl••• th• net gain tram h1rlng an untrained worker rather 
than a trained worker can be reali11ed in a relati-nly short ti.••· 
!n th• underdeveloped region• or th• world, wage ditter.nt1.ala ot 
skilled and une\cilled workers are much greater than in developed region•. 
Also the distribution ot 1nc01119 in developed area• is more unequal than 
in underdeveloped aountriea (41, p. 18). Skill , however, appears to be 
tbe greateat determinant of wage ditterential• in Nigeria. 'Ibere are 
various cl••••• of government employees and pa.yment is otten based on 
aenioriey within these alassee. 1.here are a.1.ao discrepenciee within the 
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veg• eoales in the govel"IDll9ftt ot Nigeria vhioh in a.rtain ouee an 
undoubtedl.r aaaoo1at.d with pol.itio&l. taotora. 
In Lagoa, Ibadan, and hno, the peroentap inorM.a• 1n th• unaldll«i 
wage rate (1948-6.5) 11&• 297, 441, and JS), respeot.ively (•• Table 10). 
'l'hAt hich••t peroentag• 1narMM vu in Ibadan, W.•tem Nigeria vh9N 
lm•killed labour vu paid one shilling and tin pence per da.y 1n l~. 
JV 196.S the age had been 1noreaMd to •ix ahilling and thJ'M penoe per 
dq. Table 11 ahon that ther. 1• an upward trend 1n the afti-eJdlled 
vage &1.ao. 'lb• ditteNnt1al betwMn e-1-akilled and akilled worker• i• 
oonetant.13 narrow1ngs 1n l~ a911d.-ekilled worker• e&1'Md 61.~ ot vb.at 
•killed vorkere eamed ( ... Table 12) and b.1 196.S thi• peroentage had 
risen to 8). 'lhia 1• probably du. in part to the tact that emii-ek1lled 
workers hav. had training opportunit1 .. through the variou. pl"ogt"_. 
initiated b7 the N1ger1.an government. 
'!here 1• al•o 1nte!'l-regional vac• d1tterent1&l. tor vork•r• ot 
•1ailv oat.gory 1n Nigeria. For aaaple, in 1948, an unskilled 1owm-
a.t vorkv vu p&id 2/7d., 1/ Sd., and 1/ Sd· in Lagoe, Ibadan, and Kano, 
reepeotiwl,y. 'lhe gap hu narrowd oftl" the ,.are and by 1965 the 
hourl,r wap paid an unaJdlled IOftJ'DWlt worker in La&oa, Ibadan and 
Iano vu 2/8d., 6/~. and S/-, reapeotiwJ..y (u ehown 1n Tabl.• 10). 
Sbdl.ar 1nte1"1-regional. ditter.nti&l •iata with respeot to .-i.-akilled 
vorkera ( ... Table 11). Howffr, th.re u un.U'ol'ldty in the wage• o~ 
aldlled vorlcera or &rtia.n in all Ngiona (Table 12). 'lhi• 1e du. to 
the taot that tM eJdlled worker• an not rennted in the ditter.nt 
Ngiona and haw near pertMt mobility. en th• other hand, the rigidit,r 
ot the traditional attitude ...,.. to be acrute with reapeot to th• 
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'?&bl• 10. W'age pd.d to unaldlled l..&bour in 1overnment •pl.OJ"Mnt 
Fed91"&1 W.atem :ran NortMm P.Algian 
(Lagoa) (Ibadan (IC&no) 
rq• per 
ShUltq dq in Sbilling 
eh1ll1ng 1948-100 per da,y 1~100 per dq 1948-100 
1~ 2/'ld. 100 l/~. 100 1/5d. 100 
19119 2/?d. 100 1/5d. 100 1/!5d. 100 
19.50 2/&1. 100 1/5d. 100 1/~. 100 
19.51" 3/- 122 1/5d. 100 1/54. 100 
1952 'J/4d. 129 l/lld. 13, 1/6d. 106 
1953 'J/5d. 132 2/>J. 1'9 1/6d. 106 
19'4 3/9d. 14.5 2/lld. 206 1/Sd.. 118 
l9S5 4/8d. 1.81 5/- l.S3 2/l.d. 14? 
19.56 4/8d. lBl 5/ .. '" 2/1.d. 147 l9S7 4/8d. lBl 5/- '" 2/4d. 165 19'8 4/8d. 181 5/· '" 2/8d. 188 1959 4/8d,. l.81 S/- '" 2/8d. 188 1960 S/l.Od. 226 SI- '" 
,,_ 
212 
1961 J/lOd. 226 5/- '" J/- 212 1962 '/lOd. 226 S/• 3.53 'J/- 212 
1963 S/lOd. 226 5/- 353 
,,_ 
212 
19€4 7/8d. 297 6/)d.. 441 5/- lSl 
1965 '1/8d. 297 6/)J. 441 
,,_ 
'" 
Soaroes Nla*ia F«ieNl M1n1ater ot Laboa.r• Lagoa, NlpP1&1 W.at. Atrioa 
___ _ (4la) 
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Table 11. 
a 
Wage paid to sel'rl.-skilled labour in govemment employment 
Federal. Weatem Region Eastem Region Northem Region 
(Lagos) (Ibadan) (Enugu) (Kano) 
Shilling 1948= Shilling 1948= 1948= Shilling 1948= 
per day 100 per day 100 100 per day 100 
1946 2/Bd. 100 l/6d. 100 l/6d. 100 l/6d. 100 
1947 2/8d. 100 l/6d. 100 l/6d. 100 l/6d. 100 
1948 2/8.dJ. 100 l/6d. 100 l/6d. 100 l/6d. 100 
1949 2/8d. 100 l/6d. 100 2/6d. 167 l/6d. 100 
1950 2/8d. 100 2/Jd. 150 J/- 200 2/)d. 150 
19.52 J/- lJJ J/6d. 150 J/- 200 2/Jd. 150 
1953 J/6d. lJl J/6d. 233 J/9d. 2.50 J/6d. 2JJ 
1954 4/- 1.50 4/- 267 3/6d. 2.50 3/6d. 233 
1955 5/lld. 222 6/ )d. 417 4/.5d. 294 J/7d. 239 
1956 5/lld. 222 6/Jd. 417 4/.5d. 294 3/7d. 239 
1957 5/lld. 222 6/)d. 417 4/.5d. 294 J/?d. 239 
1958 5/lld. 222 6/'Jd. 417 4/.5d. 294 J/lld. 261 
1959 5/lld. 222 6/)d. 417 4/Sd. 294 J/lld. 261 
1960 7/Sd. 278 6/)d. 417 6/8d. 444 4/6d. JOO 
1961 7/.5d. 278 6/'Jd. 417 6/8d. 444 4/6d. JOO 
1962 7/.5d. 278 6/Jd. 417 6/8d. 444 4/6d. JOO 
1963 ?/Sd. 278 6/Jd. 417 6/8d. 444 4/6d. JOO 
1964 8/'Jd. J09 6/lOd. 4.56 6/lOd. 456 6/2d. 411 
1965 8/ )d. J09 6/lOd. 4.56 6/lOd. 4.56 6/2d. 411 
•souroea (4lb). 
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Table 12. Wage paid to artisan (skilled labour) in government employment• 
Shilling per day 1948 = 100 
1946 4/6d. 100 
1947 4/6d. 100 
1948 4/6d. 100 
1949 4/6d. 100 
1950 4/6d. 100 
19.51 4/6d. 100 
1952 6/- lJJ 
1953 6/- 1)) 
1954 6/- lJJ 
1955 7/6d. 167 
1956 7/6d. 167 
1957 7/6d. 167 
1958 7/6d. 167 
1959 7/6d. 16? 
196o 8/8d. 193 
1961 8/8d. 193 
1962 8/8d. 193 
1963 8/ 8d. 19) 
1964 10/- 222 
1965 10/- 222 
Asouroea (41b). 
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mobility of th• labour elements in the unskilled and semi-skilled 
categories. 'lbere are no available statistios on the incomes ot pro-
tessiona.1 and supervisory workers 1n Nigeria. As such. one cannot give 
a quantitative ana.1.ys1s of the 00'1"1:p&rative wage ditter.nt1al.s. 'Ibis 
writer believes , however, that there are very great dit!erential.s 
between the professional and skilled workers. 
'n1e crucial elements affecting productivity ot the labour force in 
Nigeria is the stability of migrant workers. To attain stability, an 
attractive wage must be offered. Workers must be given the security of 
sutticient eamings to enable thEm to bring their families to the 
exchange sector. 'n'le Congo bu had great success in stabilizing the 
labour torce by giving a tam.il..Y wage to attract workers vith their 
families to total commitment to the exchange sector. Aa a result, 
laboUJ" productivity in the Congo is the highest in Atrica. It would 
be highly desirable tor the Nigerian gavemment to adopt the policy 
initiated in the Congo. 
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CHAPTER IV t AN EC<JtOMETRIC MODEL OF NIGERIA 
Eoancnetl"io• -.y be de1'1ned u the •ohnoe in vh1oh th• tool• ot 
eoonomi.o theo17. uth ... Uoe and atat1et1oal int'•renoe are applied to 
tM anal,ywie ot eoonomio phenomma (42, P• 1). 1'h• objeoti'N ot this 
obaptei- i• to canatruot sane stl"U.otwal emp1r1o&l rel.at1aa9hip• ot th• 
•jor ll&Ol"O-eOCftcnio Yariabl•• t.hat haft bMn 1.natrUMftt.al in abapjng 
Nigffian eoODOlldo dneloi:amt anr the deoade 19SC).60. 
'lhe prerlou. chapter. haw empb.asiaed acne aoo1o-1natitut1onal 
oharaoter1at1oa ot Nigeria vbioh in ocnjunotian with th• laak ot data 
pNOl.ude tM eatimation ot h1&hl.Y diaggregated •eotoral. aodela. Ccm-
PNMn.S.'N capital atoolc. nplo,mmt and we• atatiatio• are not 
available tor Nigerla. 'lh• ••tiaated model diaCU8Md 1n thu ohaptn 1• 
tberetore ot th• aggi-.gated, demand-oriented Keynesian eyp.. Az1or1a the 
snval purpo•• ot theM model.a are the anal.7111• ot bu.81.ne•• OJCl•• 
and the derlvation ot opu.J. eocmcnio polla1•• (4J, P• 127). 1h• 
preMDt anal.T•.i• vlll elmph.uiae the structural eocmca1o relationahips 
and th• prediotion ot obMned endopnou variable• Oftr u... 
'lh• tint HOtion ot thi• abapter ct.aoribea th• &1.tematin 
.tz.uotur&l eet1-tea ot th• moat iapol"tant O<Bpmerit.8 ot the aoclel. 
Part.iaular aphaaie 1• plaawd on altemative •peoUtoation b9o&UH ot 
the import.no. ot establlahing etabl.e oaunl re1at1on8hiP8• the PN-
diotian over t.1me ot the autiatioaJ.l.T eatiuted equationa 1• d.i80UHd 
in the MXt MOtion. Beoauee ot the mmeroua •oaro9• flooavhioh th• 
data are d~1Yed, a t1nal MOtion deaol"ibea the o~t1on ot the 
atatiatioal. ••ri••· 
...... 
GDP - Groa• d .. at.1.o Pl"od•t 
r}JP - an.. national. produot ,;n. - D1apoeabl.• tno~ 
cP - Pri.ftte O~Gft 
c'•D - Print. dUNbl• o~ 
cP•ID - Pl"l.ate nan-c:!u.rable oon-.pt1on 
GC - Oa'fwmlnt oan8mlpt1on e:xJ'**litllN 
oG - Total aow•n•nt apeaditm. 
GI 
.p. -Expori. dut1M 
~ - l'llport duU.• r - ~nonal. 1nome tax.. 
rl· -D1Not tau• 
it - Indil'eot tax.• 
tF -~ ot gooda and ""1oe• 
so& - SUrpl.wa on GaJftftt aooo.t 
'114 - Mlrohand1• exporta 
aHR - Ratio ~ 1llport. dutie• to all ~ 
gfJS - Export. ot goo9 and Ml'ftOM 
~ - Ratio ot export dut!M to all aporta 
~ - C&pttal gooda illpol't.8 
rP - 1'on-d1lrabl.e oan.-ptian 1apopta 
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TT • Inocme teJ'IU ot trade 
aw • aro .. prl:nt.e fixed oapltal t0l'9t1• 
H~ • ~ ot Pl'009•dn& •tatal.• 
BYF • Net taotor ~ 
t - t1M 
1h• data toit the• llffi•• are exprnaed in 11111.llana ot ?11gwtan 
poun9, ctOllJ>l'1• eleftft ann\lal ob89naUona tor tb.e period 19j().60 and 
&N .xpreued 1n ocnatant 19.51 prl.oe1. ('lh• detlat.ian Mt.hod 1• 
d•~bed 1n detail 1n the t1n&1. eeot1on ot thl• ohapter.) All ul.oul.&-
ttau tor tJMt at.:Notur&l equat10M utilise ol'd!nal7 leaat equre• 
•thoda. ID the tollow1"g diaounion tl'a9 linNP t\Jnottou u. tollGllNd 
by the eoettlotent ot detnwinaUon (it2) ud th• atandard wroJt (s.E.) 
ot the equation. (n.aidual• •tat19t1o. an diaau.aeed 1n the MXt 
eeotton.) 'l'h• t- ooettioient to., the ~theru that the NgNadon 
ooett1o1ent la not aignU'ioant.l.T ditteNnt f°rCll UN appean 1n 
paNnthed.• belc. it. e.tlmated parm.t.r. 
TlrO ftriab1.ea ftN derlftd in ..U.ting th9 Nl.atlon betwe.\ pri.ftte 
oaumpt.tan and diapouhl• inOOM. 1be latter vu oaloul.ated both aa 
the._ ot Pl"iTat.e ompttan pl.u priftte ~ (Dn) and appNlld.. 
•ted br the ditterflft09 betweft g1'0U dClll9atiO prod11Dt and penanal. 
1no .. ta.a <1>12). the• two e.U.te• &N perteot.l.T 001"Nlatect1 Dn 
i• uect 1n au eq11at1ou or the llOdet. n.. (t) ta 1nolwied ill the 
lggNpte otm\llpUcm equat1cm to e.t.tMte the .xtmt ot Ill~ 
ts.an. 'Ihe• two equa.Uena area 
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(IV.1) • 19.0 + .8-"S (Dn) R'- s.E. 
(.6,) (?A.8) .96, 10.51 
( IV.2) • -5'.47 + .sa2 <nn> •• 031 (t) R2 s.s. 
(-.50) (6.)9) (-.71) .966 10.80 
Th• marsin&l propensity to oonSUllle (.8 .5)5) f'l"Oll equation (IV.l) 1a 
quite high though th• n•idual• pattem (d1•cu•Md 1n tM nut aeotion) 
wue•t• a noo-1112NI" rel.at.ion ~ the tradition.al K.q!M.S.an t.n» vith a 
•ouvh.at lower 1l&!"g1nal oarunamption proJ»n•i ty at --.n ftlue• or th• 
•U"1abl••· Nft'erthel•••• a Nlatively high aarg1.nal. proJ*ldt.r sugpete 
that goft1nwntal pol1o1•• 1ntlueno111 oonwaption 01" eav1nge rat.ea 
•boW.d have a nbetant ial impaot on total 1noaa. al.though d.Ml.inlft tor 
relatiftlJ' hi&h valu.• ot oorunmspt1on and inoame. 
Int.re•t rat•• on saving• deposit• 111ght (in th• olaeaioaJ. manner) 
be expeot«l to tnfiuenoe the RY'ing8 ande hence Oort9W1Pticn ))J"Open81ty. 
Data are not available on bank rate• ot interest tor tbe l9So-li0 deO&de, 
and tiM 1• introduoed in equation (IV.2) to capttll"e the 1ntl\ll9n0e ot 
other exo1uded vanabl••· High oollne&rit,y Nnlts due to a produet 
lllOMnt oo!"N1atian (r) betw..n t and Dn ot .m.9. It 1• 1.ntereati.ng 
that the negative int'lUM'lo• ot t 1a sutfiaient to redun th• IN'glnal 
aaMUllption Pl"OP91'l•ity to .,582 de•p1te a highl,y negatin aonnant teN 
(. 5.).47) . TU a2 1n equation (IV.2) (unadjuated tor degree• or treedom) 
ahowa only a mug1nal blprOftMnt (. 001) and th• t-ooett1o19Dt cm the 
time ftJ'iaba 1• not aignitioant. Di•ponbl• 1no_. appear• to be ti. 
•jor n:pl.anator;r ftriable tof' qgngate OOl"lnmpticm. 
s.rante equation• ha,,. been •atia&ted to-r non-thirable oon8Qllpticn 
d119 to th• i!lpol"tanoe of polioiee i.ndtng t o NStriOt 01' MOOUNge 
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~ ot dUHble•• R8atri.oUft pa11ol•• vould 1nalude Mcb tax 
raw an duNbl.•• to proaote Mgw unnge rat.a in tM •l"lier 9tlp8 
ot ~JIWlt• Alt.m&ttwly. ~en ot durabl. .. will. b9 tntl.umoed 
by~ 10• ... 1 1ntal upmdituN pol.1oie• designed to sUmlate 
aarept.e d••nd. 1heg two ectU&t1Cla8 &NI 
(IV.:)) cPeHD • 49.94 + .'1961 crP-> R2 s. • 
(l.61) (22.6)) .982 10.77 
(IV.4) cP• D • -51.21 + .9432 coll> -.004 (t) R2 s.s. 
(-.~> (6.:n,) <-1.00) .964 10.?6 
'the~ ocnn.pUan proJ*l•i~ (.?961,) fa-. equat1an (IV.:)) 
u lCllRP t.ban that ••till&ted in equation (IV.l). TM• Nnlt 1tl GJ»crt.-d 
theoNtioallT du. to th• low inc.- elaat1o1~ ot deund tor nan-duJoabl• 
oa toditiHI duNble pmooh&Mlt U.J" be npeated. to nuotlate llON than 
nan-durable• boa MJ"linal change• 1n •are ate mon.7 tnomee. ilter-
natinl.T. the aultiplt.er ettecta on aggre ate inocim a.. gN&Wl" fol' 
d1U"abl.9 •• OJ'POMd to non-dUMbl• cauumptian purcbuea. 
'!he addition ot U.. in equaUan (IV.4) again n,geata that dia-
poeabl• inOOJM 1ncl1Jdee 110at ot the illportanoe intlllnCle ca nan-dvabl.• 
oon.-pt.t.cm. The negative tine aoert1o1ent i• not auttio19nt to Nduoe 
the ur&1zaal oonS\l!Sption propene1t..,a th• 1.nenue 1n the l.atteP 1• due 
to a h1&hl7 negaUw oonetant teJ'll. iloth th• inoN&M 1n R2 and th• 
vuk t-oo.ttio1ant on U.. support the oonclunon that 1n th• short run 
dUJ>o••bl• 1nome 1• the ujor taotOl" expl.ain1ng non-durabl.9 oonn:mptian. 
bl.ative to eaoh other both th• agiregate and nan-durable oen8\18J)t1on 
propenaitiea &N thao1"9t1oall1' COJ'NOt in aapitude and aign but eomnhat 
higher than might be oonaid•Nd t,n>ioal or a h•• d..,.loped eocn-.,. 
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Qmnwnt ggnm¢1• 
C-GTenmet oarmmption inolmu all cn:arJ"et COftnnmt&l ecpwdJ.,. 
tuN mcoludinc lana Nnp approprlatiou t07 aap!.tal inftet.nta, edtlaa-
Uan and otMP "HOial oYUhMd". ('l'ha latte?" ue inoluded •parat.11' 
u gcn.1"1'191lt lnnatmnt and an diaaussed ~-.) Beoauae nlari.•• ot 
ottloi&l.• and Ol"dinal"J' 1cmn1m1nt. opent!ng ~-· an an S.J)OZ"tant 
part ot (Ge). it wald be expeo~ that total gGftrnMntal ....... 
WDUl.d be Nl.&ted to gonrn.nt conamptim th1'ougb the badpt.ar;y ~·· 
'Jhe~ON tlfo IO'"~t inoaq ftl"iable1 WN attempt.eel in initlal 
equat.S.c:m•. A linear Nlatian betwnn Ge and GR (total gon~tal 
~> Nnl.ted 1n a low R2 (.0'2) and t...oo.ff1oi•t on r/- or anlJ' 
(.16). l-M:Nn9 .. tetwn aa11' thfl tu 1noa&lfl ot thAt 1cn.~t 1t9 imalllied 
In the 911uatlon ti. tolloving renlt• &!"ft obt&1ned1 
c t t 2 (Iv.5) G • -:n.2 • 3.0569 ( I +D ) R s.! • 
(•3.l.) (7.4) • 926 6.~ 
'lbe iJlpt'OYQd fit 1n equation (IV.,) 1• probabJ..T du to llOfl ant t4 
R 
J'l"OP9rV and. interest 1nocme ot the SOftl!Wt whloh 1a inol.uded in G 
wt not 1n ( It+D t). lhue 1noo1u lou."'09• an iaport.nt but relatlwl.r 
t1nd t.. ,_,.to ye&r> ocmpued to O\ll'Teftt tax oolleotiona. ~ ucni. 
taa. ot the OMftioS-t ().0.569) in eq•tian ( IV.5) ngpata that otbe1' 
ll&not'JA. o.f bloa. ..,. bQlol"t&ftt 1n utendning total gowrmant 00ft9111P-
Uan awnd1tuN. 
An alt.matt~ speeit1oat1on inolUd•• eq•tion• Nlating g~tal 
CtOM\Wlption •peditve to blportet doaeetio and toreign 1.ncae aoUJ'OU. 
11le• equ.tiau are eettaat.d u1 
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( IV. 6) • -94.4 + .1568 (GDP) R2 s.E. 
(-4.:3) (6.2) .898 8.14 
(IV.1) • .36 • .s + .0812 (GDP) -.238.s csDE> R2 s.&. 
c-1.1> c2.:n (-2.2) .9)8 6.33 
J. oeparlsan ot equation• ( IV.6) and (IV.7) eh• ttw rel.attn 
iMtablliV or th• ooett1ct1ent on GDP, th.oagh botil are reuoubl.• in 
•gnt.tme. 1be a!gn en slE u not th•ONtioall.7 apeot.d b\it 1• due to 
th• eat.t.ated d9tiolta cner th9 latter part ot th• deaad• and indioatea 
that gcrnnwtal apend1tuN baa not been atroncl.Y attuned to bal.ano. 
of ~te probl.aa. Dt•p1te tbe Mgat1n 81gn an Sm, eq11&t1an (IV.7) 
h•• an 1aproTed R2 (.938) and a oana1derabl,r l011V at&nd&rd •J"l"OZ' (6.a:)) 
than «tUAticm (IV.6). 
Gmnprnt 1Jm&ltpmt 
'lhe rmaining OompclUmt ot total gon ntal ~ture (GI) vu 
?"elated to total goftl'ml9nt Nftftl»S (GR) and dn.lo.-ntal grant. fJaca 
the United JU.ngd.om (Gmc). Th• regn••ion ooett1o1nt on GR i• po91t1ft 
but indgn1tioant and tM a2 le only .'IA?. Th• o•ttioienta an at11 are 
negatin 1n all ••timated equations and the deoltn. 1n thia nriabl• 
rnnoing 1n tJw lliddl.• ot the deo.d• indioatee •1th.er that other 
1'oret.an a1d aouroes are being found or great.r deftlopnetal ettort• &N 
being 1l&de trc:a dcn9etio resources. The 9dd1t1an ot time to tbu 
2 equation inOl"e&Md the R to .911 1nd1oat1ng tbat other TU"iabl•• &N 
proh9hl,y more 1apoJ'tant 1n ~ aovezzwt in•etmnt. 1b9 low 
t-oa.ttioienta an GR ngpat.d th• 9XC1.ua1on ot thi• variabl.e. Beoau• 
th• laok ot ntnoi•tl.r high J:ri,Yate innstaent atgbt 1n1'1G1noe 
IOftl'llM!ftt 1nft8taeftt ~ tollcsring 9e1u.atiou WN •.U.t.cl1 
(IV. 8) aI • -4 • .S + .3565 (GPF) -1.186 (GtJK) a,2- S.S. 
c-.41> (6.95> c-.41> .94.s 4.69 
•• 102 csDE> (IV. 9) oI -.2B90 .2706 (GPF) UK • ... -.1)2 (G ) 
( • • 03) (2.9) ( •• 05) c-1.1> 
R2 s.1. 
.953 4.64 
'lhe• tw 9e1uat1ona •t.Nncl7 111&119.t that goTe:rnmnt iftft.t..nt baa 
not b9en a aimpl• substitute tor printe capital to!'11At1an. Deftlop. 
mntal. .t'fona ot th• Hiprian gO'ftm.nt haft been mad• d••Jdte 
decal1nlna nppol"t f'rcm tM u.Jt. and inoreaa1ngl,r .. rioua balanoe ot pq-
_.b pJ'Oblau. (The h1g~ negatiw p!"Oduot ..ut ooJTelatian ( • • 89'.)4) 
betnen G1 and sfJE l• pNHJ"ftd 1n equat1cm (IV.9)). SeftNl other 
Tal'"1abl•• nre tried 1n an ettort to !apron th• explanatory pcMll' ot 
the gonnmmt 1nwstMnt equation•• Net taotol" 1noo.e t1'0a abJ"Oad ha• 
a produot 11GMDt oorNl&tion with GI ot .21.43 but retl.eot.11 lODPJ" run 
eoonamio tnn.umoea. Thd1ng a1u•pl:u•• ot the ffiprian HaJ'keting Doud• 
are imer"l;r related to o1 but the conelation 1• not putioularl.7 at.Nftg. 
G,m• Flxay oapital. toretim 
'l'he expla'l&tion ot groae priI&te inftst..nt 1• ditt1CN1.t due to the 
.an.r p1.au1ble 1.ntlunoea on thu •ri&ble. Exptotation• oonnmtn 
1on~t&l lnftet.nt expenditure 11q, fop 1natanoe, 1ntluenoe inftat-
mnt plan• ot private buineaaen. Th• produot oaent oorNl•tion 
l»UIMD G,P't and th~ NUo ot gownment dnelo.,.antal to total apepdi-
tun ia, bawner, aalT .4766a th• •ten• ot the Ngnanan ooettioienta 
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on thl• ftri.abl• wN al.•o negatt.Ye. .ill equation• inolmlng G1 u 
an .xplan&tor;r ftriahl• rerut.i 1n poait1Ye bit relattYel.7 1n•ipU1-
oant ooe1'tio1ata tor tb1• YU"labl•• 
It 1.a al.•o theoretioal.17 plaue1bl.e that GPF 18 intlmnoed by both 
••sure• ot aclftl•te d .. auo aottnv and variable• MUUJ"Sns tno .. 
e&l'Md trca tore1gn t.Nde. GNP and GPF haw a proct110t ~t OorNlatlan 
ot .m3 and thi• unable i• botb 001'NOt 1n •icn and atati•tloal.17 
•tcnt.ti.oant. mtuati•• tnoludlng Wftl'e8 ot expw-t aot-tnt.r did not 
pez-f oN aa nll &• tho•• oontaln1n1 import ftl'1.abl••· Both tM inOCllllt 
(TT) and barter (,.a'l') tel"IU ot tnd• ue 1nOOJTeOt 1n •ip and atau .. 
t1o&ll.T 1n81p1.ticant. In oonjunoUcm with GNP the beat peJ"fONing 
ftl'iabl• 1• tapcnota ot oapltal eood•· 'IM• ftl"i&b1• &J>PN1"8 with a 
poaitive sip 1n the equaUan wase•tina that sro-• d.-auo inwatmnt 
1• ocmpl-.t&17 with oapttal good• import.. SUbdq pol.tote• tending 
to Nd1loe tb9 relatift prioea ot oapital 1ooda 1mporta will. tend to 
8tbNl&t. dw.Uo pue.ba•• ot oCllP1 ... ta17 inftatmnt expenditure. 
The t-ooet.tloient on both TU"iablu an h1chl1 atp1ftout. the Nlatln 
upttudu of th• NgNaaion ooettioienta are OOJTMt and tlw a2 1• .m. 
1:he equation ta, 
(IV.10) aPF • -68.1 + .922 (tfG) + .1412 caRP> R'- s.E. 
(3.5) .992 4.40 
'lh9 great.at •ingle •ouroe ot NWftU9 1• t!'al tuea. Separate 
equat1ona..,. ued to expld.n 1apoJ"t d~S..•• uport. duti••• penoml 
inoome tax oolleot1am and aurecated 1nd1Not and direot taua. 
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nNa of pzoift'te bwtine•• 1nom9 are not aft11.&bl• tor tM ap1anaticn 
or oozopor&te tax oolleot1ona. Whn.eftr poaaibl• both an •tteotS:n tu 
Nte (or it. olo .. at naUabl• prollr1') and a ...wre ol tbt tax bue are 
1nolw!ed 1n tM eqution. It ehould be motioned that tor t.M period 
undn oonaS.deNt1an peP•onal 1nom9a were taxed bT th• restcm&l 1onm-
aenu reaul.ting in a aubatantial. ftl'lation 1n etteoUw rat.ea. 007 
1n tagoa wre 1nd1rldual inoc-• tu9d b7 tbt t9deral gcmt111 nt.. In 
1961, hownr, tba Iitocme Tax ~t Aot vu puMd •atabliabinc 
unitora ta rate• on indi'Yidual lno.u ~ the eatlre t9derat1on. 
Mor to lndependen• the tedeNl. rate •tarted at 4.S penoe pell" pound 
on the tint 200 pound• ol 1no011e (an.f deductioaa and ex.-ption•) ~ .. 
llOftd to 15 ah1ll1.n&• per pound tv ino_.• exoeedina io.ooo pwnda. 
Sinoe tndependenoe, hownr. there 1• a tlat tu Nte ot l .ohW.tna• 
Oft inOow• \Ip to 100 pounda and Cftduated r&tea thereatter. 
Iaport duu .. are e.xplatn.d tvr impwt. ot good• and •"1•• Md 
the raUo ot iaport duti•• to all 1-Porta. It 1a iaprob9bl.• that 
~ted Mnioe• are ta:nd 1n R1pna. but thne 1a no a.,.ll•bl• data 
an •"1•• 1apol't8. Die equation ll\lgpirta a M!'linal tu .-te ot abcNt 
.18. 1'b9 HCtcmd ftl'labl• aoooant. tor ohanp1 1n etteoUw Ntea. Thia 
ratio hu abCMD a stead¥ inore&• thl"oqhOllt tM period hem lS.7 (1950) 
to 2'·.S (1960). Tax rate obmgea haw not -.n •taniftoant. honftr, 
1n attMtinc yielde. It 1a 1nt.nut1ng that tba •rg1nal. and &ftftP 
rate. are •.PJll'QX1Mtel.T equal (u ahould bt expeoted) both l'PGlrl the data 
abaft and the tut that th• eat.hated Clft8tant t.era 1• not a1pUioantJ.7 
ditfermt tl'Ga Hro. tbe e.U.t.ed equat1 ta, 
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(IV.ll) TM • 2.4706 + .1802 ( ~GS) + .0156 (RMR) R2 s.E. 
(.24) (,.?6) (.022) .~, 2.66 
Total good• 
tax equticea but negative aigna appe&.Nd on th• r•te Yar1abl.• which i• 
theo.ret1cal.l7 incorrect. Sepe.rat. data 1e, <Mlftr1 aftilabl• cm 
•.robaixi1• export. and tbe• two 'ftrlabl•• nre included 1n the equation ... 
(IV.12) + 
(-1.1) 
Ml"g'!nal rate e8t1uted at .0967. Rate nuctuUana are ocneidnabl.Y 
llOft 1"po!"tant in expl.a!n1ng arpol"t tu ,yie1.d• vhiah ooul.d be du to thtt 
•1'tMUve control. ot the tf 1~ Marketing Board• °"'" th• prtnoi}')lll 
~i-•popt.. 
Tana on pereon&l inw prone! to be dltt1cu1t tor .... :ral re&eone. 
F1nt o£ an. anly 0Gr801'7 Worutian i• aftllab1• on ~ tncme 
aooomts tor 1gvta. 
1 1n the• acOQ'Qllts haft to be estiuted outside 01' th• ottloial 
.U• an ett'eotin tu rate dittioult to estsaate. YQ!" tile•• reaama 
Gl\l,r di~..abl• 11\ocae ooul.d b9 uMd tor thi• eq.uatlan. 
(IV.l)) r • -26. 04 + .04~ (Dn) R2 S.E. 
( •• 562) (8.)0) .884 1. 61 
'DUt h1ah.\T ~oant ne lw oonatartt 1n equt1• (IV .13) 
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aon.utent with a pJ"OgJ"e•eift tax •truature on pereonal. inccmea. The 
~•rion ooett1oi•nt. ue t..li•Nl'oN oon8il'bnt with the tax atruture 
de•pite the exoluion o1' tu•• hO!I tu e8timt.d b&M variable. 7he 
1CllMfbat low averap •rginal nt.e (.0438) 1• consistent vitll oba!'ftd 
ioate• 1n Nigeria. 
Separate estimates ot aggNgate direot (Dt) and 1ndireot (It) 
tax eolleotione are &Tail.able and are apl.ained 1n the t'ollowing 
• -10.4 + .0)49 (GDP) R2 S. E. 
(-:3.8) (10.9) .964 .961 
(IV.15) • ..a.1 + .016.S (Cp) + .027 (P-tEO) R2 S.E. 
(-2 • .5) (2.)) (.867) .969 .52 
D1reot tax•• inolud• corporate oolleoUons and are related to a 
•uure ot aggregate Mananio aot1v1t.y, GDP. 11w anrap ll&J'ginal rat. 
(.0)49) is lowr than that 1n equation (IV.]J) and t.bereb)r oonsi•ttmt 
vith the relatinl.J' minor aorponte tu callecrticms. (In 1960 oorponte 
proti t8 tu.8 1"tN about ~ ot peNonal in~ tax NftnU.8e) 'IM 
•lgnifioant neptift aonnant ia once again conn.tent with the .PJ'O&re._ 
All 1ndinat. taxu AN 1no1Qd9d 1n equation (IV .14) bat Mftr&l bl.• 
ftriable• d1d not reeult tn tbeoret1oallJ' oorzeot Nl.ationa. <ne 
equatian ditteNntiat.d 1Jlpol"te ot non-durable and du:r&bl• good• but th• 
latter hlld a nesatift recn••1an ooettic1ent. 'ftl• equattan 1nalm1ng 
gGS and ,pa Nnlted in a h!«h R2 (.9788) bu.t had a neg&t1ft NgrM•ion 
ooett1oient on the export variable. ~ t1nal equation inolud•• private 
ocmwiptian vhioh bad theonticall.7 ool"NOt regN•eian ooettioient. in 
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&11 equatiOM and imports ot non-durable consumption good•. 
Foreign trade 
Aggregate upol"ta ot good• and ••l"'rloe• are expected to be pr1.mari].Jr 
1.nnuenoed by price• reoei"Nd tor expo?"U, inoomea in other countries and 
dcmestio tax polioiea. (Unlike imports, exports oould not be b1"oUn down 
b;y type no.h a• capital, OOJ'llUZ!ption, eto.) 'l'hi8 d18aggregation ia llOre 
important tor import• du. to polioi•• de•igned to dnelop dcnestio 
import 8\lbatitut.a. Primar,y produota (ld..MNla and agr1oul.tural produota) 
are th• prlno1.pel Nipnan u:pol"U. On• equation inaluded th• net bvter 
(~T) and 1noom9 (TT) t4mu ~ trade, but a negatiTe ooettiaient appe&1'9d 
on th• tormr Tariable. 'lhe barter tel"IU of trade variable (the ratio 
ot .xport to import prioe1) perl'Ol'Md l••• nll in all eatiluted 
equationtJ vhiob. 1• probabl.7 due to the opentiOM ot th• Niprian Market-
111g Boarda. .Another equation 1naluded ~ and iflS (nrpl.u.ea ot the 
Nigerlan Marketing ~). 'lb• latte!' haa a negat1n regrearian 
2 
oa.ttioient and the R 1• onl7 .521 the product ament oorrel.aticm ot 
EGS and MBS 1a - . 6555. 'Ibis rather strong Mg&tive relation u,y be due 
to tax polioi•• ot the tede!"&l gOftmMnt. It 1a 1ntere•t1ng that 
though Helleiner (23, p. 167) •tat.ea that tnding eur}iluMa ban been 
inoreaeingl,y iaportant •• a rtmm• aovoe tor gowmmental dnelopmnt 
expenditure, r (GI, K89) 1a on1¥ -.5376. 
Sub•titution ot a quantum (rea.1) term of trade T&riabl• tor .tyr 
did not .ubstanti&l.1.7 1mpron t.he ••t1mat.d equation tor uporta. 'lh1a 
variable (twmed T~) had a positive sign wh9n included al.ane in a 
•impl• regreaaian model but explained only about ~ ot the variation 1n 
GS 
E • 
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ooett1otenta an eats.mated tor TTQ, b\lt th• t-oo9tt1oienta an not dg-
nifloafttlT d.1tt9Nnt tl"al Hl"O. All thi• TUiabl.e 1• tba ratio ot an 
blport quantiv index to an export quantiv index, nttp.tlw regreanon 
ooett101ent8 an upM'ted, btlt the Nl&Uonahips are not etnna• 7t\e 
'l''IQ ftl"!abl• llh•• no pU'tlaular tNnd mv tbe decades uporta (ilS) 
ban riMn 8teadU.y 1n Nal teNa. 
'!he t1na1 apm-t equation 1nol.'1d.. th8 tnccne teru or tr&d• whloh 
i• highlJ dgfti.f'icant and the et1'eot1ft tax rate cm upol"ta. The latter 
1• (lUite high (&Wl"&gSng &bcN.t 10~ u mentioned abon) and exezot.t a 
aianif'1oantl.r nept1w intl.uence cm tot&l mcporta. Thu would ngpat 
that perhaps al tet-nat!:n sOUPOee ot gonftlm9ftt rewn.a ahOlll.d be 
sought to Npl.&Oe thia tu putiwl.arl,y 1n ftlW 0£ th• 1nON&ling1,y 
HVeN CNJ'1'9ftt aooount trade def1o1t enoount..Nd during the later 79ara 
of W.. de~. 'the eattmated equaticn 1s8 
(IV.15) 'Pf1S • 9.7 -1.63 (RBX) + l.2 (TT) R2 S.E. 
(.60) c-i.20) (8.JO) .9SSS 8.0J 
Both agpregat. and diuggngat.d import equt1ora. aN eat.bated. 
It VO'al.d be iapeot«l that import• wald be related to domatio ino..•, 
iapol"t taua and d stio pl"loe lewla. 1be inol.ua1on ot priate oonnmp. 
tion Md ~· flxed capital fOJm&tion i• an expl.anator.v vari&b1e tor 
aggNg&te import• renl ted in high aol tnears.v and -· rejected. 'Ih• 
tenu ot trade variable• dld not perform wll 1 a .s... of the r&tio ot 
domeetlo to world prioea oould not be tCNnd. !he t1nal equation 
1nolmed diepoaable tna-. and the ratio t4 1llport tau• to all illporll. 
!ha podt1.,. 91p an tbs.. variable 1nd1oatea that aggregate illporta haw 
, 
10.5 
not been im.peded by the •t.ady inareaae in •!'tective 1.aport tax !'ates. 
Thi• suggest. that more reatriotive import taxes could be utilized to 
replace revenues lost through export tax reduction with.out substantial 
revenue loss, and pel"haps with a net gain. This policy 1n conjunction 
with ettorta to hold dawn domestio pr1o•• could be etteot1ve in oorNct-
1ng OU1"1"9nt tnde account imbalances. The Nl&tivel,y high ma~inal 
propensity to import (.404) should be noted. '!bis a1u.ble leakage tends 
to nduce th• impact ot domest1o experditure polici•a on aggNg&te 
incO!!te. 
(IV.16) • -339.9.5 
(-8.0) 
+ 7.04 (~) R2 S. E. 
(2.)) .912 l."4 
!rlporte or eapital. goods are eatim&ted •• a separate ocmPonent ot 
Mos. The explanatory variables (governm.nt investment and 1roaa fixed 
capital tol'IU.t1on) have theoreticall,y pzoedioted signs and are atat1a-
t1oall.y a1gnit1cant. The rather high co.ttioient on government 1.nnet-
•r.t expenditUN eugseate that develop1Mnt&l efforts ot the t:1gerian 
governmant 1t .. 1t sq have been eubetant1al.l.J" Napon5ible tor the tnde 
deficit. 'Ibis 1n tum suggests that a 111ore active Pf'Olr&m ot 1mpo?'t 
substitution ehoul.d be undertaken. 
(IV.17) MCG • -8.) + .005 (CPF) + .S)S (GI) R2 S. R. 
(-1.9) ().9) (2.0) .987 3.56 
Non-durable consumption 1apo!"t.s are aipU'icantl,y related to both 
pri•ate oonwmpt1on and disposable income in .. parate tquationa , but the 
latter relation prOTidee a alightl7 better tit. The marginal propensity 
(.2209) 1• a little over halt th4t aggr.gaw 1.Jlport Pl"Openeity trn 
equation (IV.16) 1nd1oat1.ng that a dollar 1ncl"Ps• in disposable income 
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Naul ts in equal increases 1n oon11U?1ption and oapi tal goods impoJ"U. 
The signitioant.l,y negative oon1tanta 1n (IV.16) am (IV.18) ~low ngpst 
a lower average than marginal J'1"'0pen11ty tor both aggNgate and nan-
durable conwapt:ion import.a. Thia equat1'3ft is, 
(IV. 18) -u1.1 
(-6. 2} 
+ .2209 (DYl.) R2 S.E. 
(10. 2) .959 6 • .58 
Final.17, prooeaa1."lg uterial.1 impol'U &N Nl•Ud in tvo Hp&r&te 
equations to a •uure• ot (l) 1nveatmnt acnponent. used 1n equation 
(IV.l?). The inveatment equation provide• a Ul"ginallJ' 111.J"PO"d tit and 
reduction in th• atand&rc:l error or e.ua&t.e. 'IlwM c.quttona a., 
(IV. 19) MfM • ...)6 .. o + . 0.58) (GDP) R2 s . E. 
(IV .. 20) • 
C-S.4) 
(-1.?) 
(?.S) 
.121 (GI) 
(1 • .5) 
+ .144 (oMi°) R2 S. E. 
(4.6) .967 1.09 
Prediction ot Dependent Variable• 
1he regreaa1on ataU.tioe tor the structunl equations (discn18Hd 
above) do not oor1plet.ly nrinarise the model'• abilley to predict the 
future time profil• ot th• dependent variable•. 'Ih• presence or tirat-
ol"der :poaittn or negative serial correlation in the residual• may 
o&UM doubt about th• tul.l apeoU'1oat1on or an equation and render the 
atatiatioal te1ts tor the regression aoe.t't1o1ent8 aeaningl•••· Stat1s-
t1oall.Y, autocol"Nlation cause• the sampling nrianc. to be seriouly 
und•restimat.d due to th• lack or independ•noe 1n the 9&tlpl•a the t and 
F etat1st1o• an 1.rrnlid teats ~or hypothee1e9d cauaal rel& tion•hi"pa. 
Econo::!liata haft alao u!MK! residual 11tatiati oe as an 1nd1utor ot haw 
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.. u the .tnoturel eqv.atian baa b9en apMt.n.d. Nan-linear relatian-
a!d.p. tor in•tanoe• MT b9 l"MdU,. peJ1CMiwd hem the t!me protll• ot the 
n•1du&l•s blpmttant ftriabl••-., haw~ uoluded hioa tM put1ovlu-
9lt•t1an. '!he oc:mlCID uae ot the Darbin-Wataon (D.W.) atat!atioa. h~ 
baa been u an 1ndloator of atat1ati0&1. 1ndepmdaoe. It doea not, 1n 
pneNl.. tollow that etruotvnl 111 .. apeoltioatian bu oOOVNd when 
Ml'1al d9pendenoe 1• obaerftd. The eatt.ated "81dual.a AN ••--.cf to 
npreaet &1l other tnnu.aoea in the MCIDOIV outside of th9 .traotaNl 
deavlpUClft in tM equt1on. It ia, bcAMftr, quite plaua1bl.e that 
eoona.loa AN a11to-oOl'Nlated and that naidul.a tute aboul.4 be ooo-
atJouoted for a oerta1n depee ot ft&ti.Uoal dependenoe. tt all othff 
eoOftOll.io intl•noea u. nwr1sed 1n tbe naiduala thm tbeM ••U.tea 
ahcNld olo•l.7 follow an aggN ate...._. ot eoona.to aotirt~ <••I•• 
GNP). It 1• doubthl that auoh aeaaun• are "1"1al.1T independent. P'or 
ttw .. NUana the d1aeudan 1n th1a MOtion mpbuisea the Nllabll1t.r 
~ th• npaaion ataU.tio• and th• 110Y111nt of tbe e.U.ted .. l'i••· 
ntbl• 1J preRnta the ••t.1aated .. n .. and ~ re11duala tor the 
•Jo:r atnotunl. equtiau diHuand 1n the t1nt notion of W.a 
ehapt.r. 'l'h• D\&rbin-Waucm atat.iatioa ta aballlll on the rlght hand rid• 
ot th• table. Por a •lncl• ind•pendent ftl'labl• a ftl.ue of appraxiat.1,r 
.81 or below 1ndioate• aign1t1oant auto-oozirelatlan at th9 ,. lnel ot 
a1gn1t1oe.noe. A nlu. noMd1nc 1.07 lndtoatea Ml"'1al independmoe. 
'1'h9 test 1a 1naoaoluift tor D.W. Yal•• be~ .81 and 1.07. lii'ith 
two independent ftriabl•• 1n the equation the upper and lonJ' ltatu are 
1.25 Md .?O reapeotiwl.T vitb a aiJdlar 1nterpntat1cm. 
1be na!dul statiatioa tol' th9 total and nan-dtarabl• ~ption 
tabl• 1). S.. ot the •jor estiMt.d ~ ftJ'i&bl.es of th• de.de. 19.50-1960. witb tbelr 
Nspeotift Durbin-Wat.an Statutioa (ldllian• ot pound• 1n 19.51 price•) 
lie~ism• Durb1n-Wat!ID Stati!t1CI 
(IV.l) cf' • 19.0 + 0.8535 (Dll) 
(.6)) (~.8 ) 1.0852 
( IV.)) cP• D • 49.94 + 0.7961 (Dn) 
(1.61.) (22.6)) o.6:Jb0 
~ p p CP.NO CP.JD - c:s;o lm C - CE.ST IST 
19.50 610.50122070 - 1.101)1836 601.'TJ()46B75 - 2.S)OS17.58 
1951 656.4006?891 - 6.1/X'l9'2'17J 6'4. 5118"984 - 6.~S)5].6 ~ 
1952 102. 940'11797 - 1. 04101.562 fB?.96331891 - s • .56,,.7656 
19.SJ 71?. 2622070) 0.0)1'!H166 701.)2299805 - o.42309'10 
19S4 m..76)6718? 1.8)618164 753.09190039 ,.IM>l.8S.541 
195.S 195. 59)99414 9. 90Y/6172 774. 39526)67 l0.60ll49219 
1956 779.019SJ12.S 19.88037109 1.58.93~)189 l?.'6.596680 
19Y/ 807. 0988169.S 8.4008?891 185.12768.S.SS 11.4721619'/ 
19SB 8)2.9.50ti8)'9 - 2. 9'°9271'.) 809.24:36.52)4 0.0'6152,. 
19S9 84?.29760742 -l?.2918.51..56 a22.62719n1 -l?.U?'f41-l 
1960 8?.S.41070)12 - s.41094727 ~.90869141 -l.O.S08?8906 
Table 1). (oaatimled) 
F.;:e~isms Imbt.n-lia~•m §1!S:i.tic• 
(IV.7) c ~ m G • -J6 • .S + 0.0812 (G ) - 0.2385 (S ) 
(-l..l) (2.)) (-2.2) 0.1882 
(IV.8) GI• -4 • .SO + O.)S6.5 (GPF) • 1.186 (GUI) 
(-.41) (6.95) (-.47) 1.3849 
Tea c ac Ge ~ 'GI • ~T GEST • EST -
19.SO 4) • .SS'l4'862 -19.5.51141388 26.6~~1 .u.~,.S6o 
1951 45.53516660 -18.73.s??881 26.441182422 - 9.07452910 ~ 0 'D 
1952 4S.09690651 ..u.59692)8) 21.1973.m.s • 9.861'5'12S 
19.5) 4). 90971418 -l.4.009'/S068 21.06.5.56702 - l.41SS1312 
19sr. 44. SlS01892 -13. :JlSOZl.91 6rf .0952(i062 - ., .49526918 
19.SS lt).69308472 1.80690002 17.~914 8.MS)6~) 
19.56 42. ?80'J7180 1.019Sl.S99 71.~22 - 9.91006226 
1957 lf).68~2261 l.9lo.S68a :n.S7?66nA - 0.19761761 
1958 4).8886'662 12.8113'M>3' )C).).5392761 ?.~ 
19.59 4).61228943 26.JB?695)1. 2.S.49090516 zo. 96908 S69 
1960 45.10)7811) :n.29620'6l. '.)6.80410276 1,.2'.528.sol 
Table 1). (omtiaMd) 
ii•~-- ~WSMt s2uniu 
(IV.10) OW • -68.l • 0.922 (MCG) + 0.14U (a1'P) 
(-2.6) (4.S) c,.s> 1.124 
(IV.11) 'r'i • 2.4?06 + 0.1802 (PfS) + 0.01'6 (~) 
(O.~) (S.?8) (0.022) 1.996 
Year GP'i' PF PF ~T ~-~T G - GF.ST - E§T 
19.SO .50.1'7542114 - 2.31,a..ms 16. )0036926 - o.~)6960 
1951 SI. 30)6041) 2.)9639282 17.630218Sl ).7497'll12 s 
19.52 n . .S.504:30)0 3.449SS'M4 22.22192053 - 0.87792969 
1953 ??.63S986D 2.2iAO<:l/S7 23.32669067 1.84))0750 
19.54 90.4"190100 2.44209290 26.49.50.5615 - 0.9.5506287 
19S5 1cs.{i()(J61ses - 6.00088.scn )2.211883'4 - 2.40l.S8 S99 
1956 111.268)4106 - ,.26835632 35.41SS2'n4 - 2.21.55)040 
19S'/ 116.8081.20"13 - ,.8081)599 '4.4602-S 0.0'97)'89 
19!8 l~.4026o'1S - 2.10261536 3.5.60.59570'.3 - o.1s596619 
19S9 137.3909)018 - o.69093323 41.0)52020'.) - 2.)05206)0 
1960 150.'°'999'16 7.69)98499 laa.~2642 4.61917114 
Ta.bl• 1). (oanttm.d) 
fsuatiou .Darbin-W.taon Sta~1!~21 
(IV.12) ,fl• - 7.4 + 0. 0967 (~1) + 0.8967 (REI) 
(-1.l) (1.5) (1.9) 2.00 
(IV. l)) '1 • -26.04 + o.0436 con> 
(-.S.62) (8.3()) o.856 
Y-.r ~T - r£l • ~T 1isT r - t!sr 
19.SO a.0219(,684 - l..641969(JB 4. )6228752 l.8817ll52 
1951 lS.l.81~.507 o.~58456 6.7Z1S1514 o. 4'84-2))9 
1952 17.~1009.5 o. 20,5B8684 9.llJ1£476 - 1.11176518 
195.l 16.2620,S4lf4 s.~ 9.84989071 - o. 28989124 
19.54 21.68 5)0273 - 1.97.5)1128 12.70r!0729 - ).om<m, 
19.5.S 16. 01)70239 - l . 65)102?Ca. 1).87621021. - 1. 9962110.5 
19.56 14. 67142200 - 1. S71422,58 1,. 02426910 - 0. 02427006 
19S1 14.47)669)2 - l.~i/J.51 14. 46756144 o.832Jfl.ll79 
1958 15.6904~ o .... 39~ 15.19636669 1 . 21362182 
1959 15. 916.52296 - 0. 22652'40 16. ,5))79622 o. 6661967' 
1960 l2.1B9l0'99 l . 97Q89J86 17.SSl.918)) 1. S0807190 
7-bl• lJ. (continued) 
fiQ2Yism• ~in-Wat!sm s2i.1111sz1 
Dt • -10.4 + 0.0)49 {GDP) 
(-).6) (10.9) 1.276 
It • -S.7 + 0.0165 (CP) + 0.027 ( c> 
(-2.S) cz.:n (0.86?) 2.198 
Year t D~T - D~ - ~T 
I'f. 
EST 
It· X:ST 
19.SO 12. <;/ .515202 - 0.0751.5240 2.~)9018 - o.uom62 
1951 14.60708.599 1.06291)89 ).ll.270046 0.21729946 
19.52 16.6.5910))9 0.?5068.501 4.21484)7.5 -0.2~ 
19.5) 11.27.5329.59 - 0.51533264 4.lm.76.56) O.)S82))45 
19S4 19.45.5.56641 - 1.)l.SS6?02 S.664518)6 -1.~51916 
1955 20.4267883) - l.20li802)? 6.40507030 o.)9492.893 
1956 19.81J91907 - o.41'92517 6.50111.l8S 0.49828120 
19.57 20.99218259 0.40721130 6.78,SQ564 - o.18'86922 
1958 22.06448364 o.i.c>S.502)2 6.96431923 o.46568012 
19.59 22.6))819'8 -o.6~~ ? .189()4.209 o.050951li8 
1960 2).81604oo4 l.~)6 8.)1976969 - o.'6979006 
Taba l)o (contined) 
r:gua~ona ~in-\latasm sta~1~191 
(IV ,)l.S) GS EX T ~ • 9.7 - 1.6) (R ) + 1.2 (T ) 
(0.6o) (-lw20} (6.)0) 2.5)6 
c•v~16) ,ps • -339.95 + o.404 (Dn) + 7.04 <itffR> 
(..S.O) (.5.2) (2.~3) 1 • .567 
Inr iJS E'f,s • ~T ;ps JfJS - ~T ES'I EST -
1950 103.2)4.512)) - ).))45184) 71.az.841919 ,.25151166 
1951 99.10293519 - s • .so~s 84.12084961 - 1. 5208 .5876 E 
1952 101.6421.8140 10.0S?SlS'S 90.214417.54 1!.0855102.5 
195) 115.90~592 - l.10)9S81) ll9.6ol)6414 - 5.50131)29 
1954 l)l.44091197 o.45907,93 150.8220)6~ -19.22204590 
1955 131.2)0S87S.S - 4.))099)65 168.07284546 - 4.172b5167 
1956 1J9. ?0407104 - 1.204086)0 l?Z.4951~5 8.~6145 
1957 127.~271!1 1.)5516)5? 186.252258)0 -10.65226?ft6 
19S8 139.94079.590 4. OS9].8884 194. J05'/861) -12.)0.5801)9 
19.59 166.l)SOom - ).1)502.502 211. )8182068 0.61816406 
1960 168.:n.916809 2.68081665 229. )C)062SOO 2J.6093.S974 
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hnotion• ~oate •rial Udepmdenoe tor the tol"mr but not tor the 
latter. 1he o.w. 'nl•• AN l.08S2 and .6,r.o l'NpMtiftl.1. 1he Nd.• 
chaal.• pattern• tor both equat1ou ab.aw negatiw ftl•• at both tJw 
beg1nn1ng and end ot th• deoad• nae•Unc that oaumpti• pred1ott .. 
tl'Oll the 8tn.otunl. 11quat1•• •Y Oftr-eat1aate er:peedtture• during the 
Ml"liar 1e&n ot th• tmR1ng dead•• Unt'Ol"bmatel.1 naticnal aoooanting 
data u not nallabl• tor the• 1MJ"tl mt tb9 N11abil1 ~ ot nob pre. 
d1ot1au oould not be teated. 'lhe •rcin&1 propeuit1•• (part1oularl.1 
tor nan.durable oouuaptian) m:r thw.tON be •.-hat 1-.r than 
e.U..ted hem th• stl"wltuNl Nl.&Uau. 'JM 1Nl.tip11•r 1llr-ot ot 
autcmmou upeudltUN _,. alao be onr-HUmated in the atruotunl 
relattauhip. 
GoftnmMt OGD8\mJ)tion &J'PMl"8 to be 8GMlilhat mdeN.timated 
dvtng the lut J'MJ"8 ot tti. dead•• 1h1• taot, in oonjunotl• vith the 
two Nth• large poait1ft N81duall in the IO'le~t imMt.nt 
equation tor 19~ and 1960. ngpate that th• •truotu.Nl equat1an• haft 
bMn i... noONatul. 1n axpla1n1ng th• signit1oant ettort.e ot ti» 
Nlprlan goftl"mlmt. during thets• .JHl'8• 'lb• n.w. atati•Uo• 1ndl•te• 
Hr1a1 Snd•pend•oe ot the Na1d'Ul.• tor- pYemmnt 1n'fMtMttt, but. not 
PF 
IOI' conrmmt ooumption erxpeuditure. Priftte tnwatw.t (O 1 
equatian 'IV.lo) ha• a n.w. ftl• ot 1.124 bat with a .... .tab1e 
res1.du.l.a pattem tor the later,..... ot tb9 deoade. 
Both tb9 1nd1ridual equatiou tor t..port and aport tax )'i•ld• haw 
been ---·~ ••U..ted. ~ Dmbta-Wat•on atati•tio• are d.gnlt1. 
oant and tM den• ot the reatduala an q\11.te Nnd• O'leJ' the U 1Ml" 
period. Inocme ta 71eld• are. hown'elt, leu nooeutul.17 ••U.ted. 
1h9 n.w. stat11tio• tv •l C-auatton IV.l)) ia anl1' .8S6 and the eq._ 
UCll'l tend• to owr eaUmate inocne tax ,Uldl 1n the latte put ot the 
i-nod. I.a ~tioned in the tint 8Htian at tbia obaptv th1• 1• 
pl'ObablJ' du. to tu gNduated stnotve ot the tax and th• 1.&ok ot 
nttiotmt Wormatian an tti. tax b&M. ntia probl• 1a OUTied onr 
into the dlreot tax equation (Dt) wb1oh baa a D-. W. ftl.m of anl.J' l.276. 
'!he addition ot oorporate profit.a tax•• aootha out the Naiduala pattem 
but agatn an appropriate M&nr. ot the OOJ"PONte tu bue would Ja"Obab1T 
lwlp 1n e1t.1aating d1ftot tax Jield1. '!be 1nd.1reot tax equt1an (It) 
hu a Mehl¥ aign1t1oant D.w. ftlm with no a;yat.atio pattem 1n tM 
•tcna or the •at.il9t.d re11duala. 
Deapite tJi. dlttioulti•• enoountel'ed with apeo1t)1nc a nooeaatul. 
aarecate export. equation, the latter perfOIU better than the aggregate 
th the 
EGS and 1fS equaUona haft, hwner, D.w. ftl•• nguUng ftan-ftjeoUan 
ot the hnothM1• ot Mri&l indepeadenoe. The hich••t N11dual 1n the 
1aporta eq•Uon ta toP 1960 indicating th• Pf'Obabl• per11etent trend 
1n balance ot ,.,,_nta det1o1ta into eu-lier ,.u-1 ot the 1960•1. The 
larpat GpOl"ta ru1d-1 oocmre in 19.521 the Naiduala 1n the latter 
part ot the period are -11 and rand in lign. 
ni. atr"10tural equation• and the reatdW. ataU.t1o• wae•t the 
tolllnc Al.let obaraoterl.t.101 ot the Nipri&n "°"°"' over the 
dead•· 19,S0.1960. 
(1) I.a 1n 110N d9ftl.oped nat.ima, diapoaabl.• 1noom 11gni.t1.oant17 
explatu priftte ocnNaption expmditUl'N. n. aara1nal proopeai.Uea 
tor total and non-durable etorunaptian aJWbditme &N .-hat higher 
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than 18 t3P1oal in other oountri.H pt"Orl.d1.ng th• gonmmnt with llON 
pol.107 ln.NC• aYer agarepte tno-•• 'lhh i• 1a9llbat oft•t by a 
hi&h propensity to iaport. 
(2) The latteJ" pat ot the ~ bu hem ohar&oterised by 
st.rang d""1.opmnt&l. e.tto!U by th9 ?ligv1.an gowm.at d.Np!.t. laahl 
aid tl"Cal the thitecl 11.ngdca and inm"Ma1ncl.1 M1"'1.cnu balanoe o.t ~ta 
pl"Obl-. Tb•• ettort.. haft bMn aided b.1 opentiana ot ti. Nipn&n 
!arlc9tina m, bat the latte?" ar. not ot ~ iapol"talaoe 1n 
.xpl.a1n1ng total dn.1oJl*ltal. expenditure. 
()) 1be •truGtuNl. equation• aua-st that .xporl.11 &N oonsicterabl.1 
llON Mnait1ft to taxaticn than illporta. 'lbe MnN OUJ'Nftt UOO\a'lt 
defioita oould be reduced b;y J"&idng tu Nte• en impoz"ta and Nduoing 
re.te• on expori.9. Gonnmental expenditure• tor imported capital good8 
8U&P•t a atrcmg polioy o~ dnel.oping 1aport nb8t1tu~ dC11Nt10 
indutrie•• 
Data SOUl'Oe• 
ManT aobola• ban voibd. with Niprian •tat.lat.in lNt nt\al 
o..Utenay i• not a aall•t obanotel'iatio ot th9n ettorta. Conaidenbl• 
work wu DM9aa17 to deriw a aonaistent pr1oe den.&Wd time •eri•• tor 
the eq•t1ana 1n the model.a the JJUPPOM ot th18 aeoucn i• to dHonbe 
1n detail tb9 oeatruUcm ot t.heM eerie•. 
Hell.•1.neP (2') bu pabl.18hed tb9 most wptehe81w Ht o~ staU.t1o1 
tor tb9 Nlprim eoon_,.. Hie table• are ..U Nt•reoed and 1nolllde 
the m.jor •ttorta ot otUJ" Hhal.aN and ott1o1al. gOftl"ftmDtal 1n.Utut1ona. 
n. tabl• o1tat1ana then1'on rieta to ll•t.nez-•• books original •auro.• 
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ar. f ootnot.d 1n hi• tabl••· 
'lvo genual objeotin• ae •ought 1n the ••riea uaed in tM.9 
ohapt.r. (1) '.the naticad aooount1q ftr1&bl.•• mat be bal.an«*i and 
oana1atmt. Several 1.noonl'iatenoi•• appe~ tn al tnnatln eat.imate• 
but, 1n pnval.. Table 9 (23, p. 415) has 'b99ft used for th9 baa1ct 
t~rk. ru. tabl.• ahaw• th• giaoaa d t1o product (GDP) aoooanta 
tor l9so-li0 1n 1951 priaes. An 1apl.1o1t price defi&tor i• deri.Wd by 
us1Di tM data 1n both Table 9 and Table 1 (2)1 P• 40:'.)). ~ lattez-
tabla ahan 0\11"1"8ftt p.t-io• val.uea tor- the GDP Gld GNP ueoimta. ID 
coaponimta ot Table 9 up to 1957 &N detl&t.d ~ th• iaplled GDP index. 
Price detl.aton b7 major cmponmt. ot the GDP aooounta are not 
•ft1labl.•• (2) A aeries COftl'ing all 11 .)"9U"8 (1950-60) 1e oaiNd. 
1h1• Pl"Orlde• 8Ut1'1o18nt 1ntormat1on to haw contideno9 in the atatut.1-
0&1. ..um.tea and CJOl1ftnientl.y clo•• the decade vi th the btginn111g ot 
11prlan 1nctep.n~. ~ortun&tAlT • ll08t evie• an oc:apletA onl.1 tor 
the 19,50-,., period and otMr NU1"098 had to be 'Q.-d to• the .U•1nc 
oaapanenta ot T&b'l9 9. 'lbe del'l.ator tor 19'8-60 utilised ..U.tn ot 
~ and .. "1oe• G'J)Orl8 1'l"CD Table 9 (in 1957 prio.•) and !abl.• 
IV-c-l (in ounent ftl.Ud). Cvnmt n.J.u. GDP ..U.te• tor 19~ 
are not ••llabl• on & but. ocapanbl.e to the .. tt..atea 1n Table 9. 
All ountnt val.us are d.etl.&ted bT the above de8Cl'ibed priae 1nda 
(1951 baa). 
Ytr1.abl! 
DP 
Grou d_.st1a plf'Oduot (G ) 
Oispouble !ftea119 (Dn) 
Private oonwmpt!cn (CP) 
DuMbl•• ocasumption (cP•D) 
Mw.te non-dlll"&bl• oonwmption 
(CP,UD) 
G<mtHJMnt oonsumption (Ge) 
Tot&l. g~t expenditure ( GG) 
GOftl wt inft•tmtlt expend.1-
tmoe (GI) 
Export duU..• c-?> 
Illpol"t dutl• (~) 
Pwaanal income tax.N (tT) 
Di.not t&xe• (Dt) 
IndbeOt taxes (It) 
IllpoPts ot goodse Mni.oe• (if'8) 
Svptwa an nrz•at aooount (aDE) 
Marobandi• exports (~) 
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D11m1pt.igp 
Table 9 (2'e P• 41.5) a (.Cp + OC + 
Gw + Os + gGS - GS) 
(.aDP + mt hot.or in~ IF! I t?T 
talcm t'l'Orl Tabl.• IV...c-1.) 
(DP + d_.1t10 saving•) 
Tabl.• 9a undetlated 
\ 
Tabl.• 9s undetl.&tad 
Table 91 unde1"1ated (Cp • CP,D + 
cP•lfD) 
Ratio ot gemtNl exp9nd.1tUN to 
total upmditUN ( bl.e V-S-?) U... 
tot.al gon~t IOCpll'lditUN, a0 C'I'abl• 
V-S-7) Uma total gOftmmnt ~ 
tuN, GG (Table 9) 
'l'abl• 9, und.tiated 
(GI . Go - cC) 
Tab1- v.s..i, d.t:lated 
Table v .. z.-i, detl.ated 
Tabl9 V-E.l, deflated 
T~ .50. P• 210, c:let'l.ated 
Table .50, P• 210e d.n&ted 
Table 9. und9fiated 
Tabl• IV..c.-1.. denated 
Table IV-c-1.e dell.at.cl 
Jtr!tbl• (eantinmd) 
Ratio ot 1llport dut.ie• to &1.1 
1apopta (Rl'.R) 
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pgmpttm (oontimald) 
Tahlt .51, P• 21.3 
~ ot eood• and Ml'ftoea (t°8) Table 9, imddlated 
t1o ot •port duU.• to all 
Upoi"U (Rltt) 
C&pital good.a ~ (KCQ) 
Ran dUNbl• ~ 1mpoJota 
~ ) 
TMCW9 tnu of t.Nd• ( t1°) 
Groa priftte t1ud OQ!tal. 
tonatian (GPl') 
Table .51, p. 213 
(IWoentap 1n Tabl9 IV-A-17 t1-a 
JPS' und9tlat.i) 
(AIJ"OCtage 1n Tab1.e IV-.W? U... 
JlS I undetlated) 
Table IV•-"-6, P• 500 
Tabl• 9. andetl&ted 
Dlporta of prooudns utarlala (~PeNlntage in Table IV-A,.'J..7 tt.. 
Tim (t) 
JPS I undetl.ated) 
Tabl9 IV-c.J..1 ditteNDM 1n det'l&ted 
it.a B IDd 0 (taotor 1Doale flocm 
a brCMld ldn1l8 tutor !name pa1d 
abN&d} 
(1950 (al) •••• 1960(-11)) 
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Table 14. MuN. 1a:anom10 t1M eeri•• (oon.tant 19.s'l prioe•a ld.lllcma 
ot Rlprian pounda) 
Tel.I" 0DP rJ'P Dn cP 0P,D CP,1'0 
19.50 699.3 695.17 675.6) 609.4 10.2 m.2 
1951 1sa..o ~.24 121.10 650.2 12.4 6'J1.8 
19.SZ 809.) 80,.49 ??6.02 69.S.9 13.5 682.4 
1953 s21.1 823.83 m.~ 717.3 16.4 700.9 
19.SZ. 892.8 a91.23 861.20 7/4.6 lB.1 156.s 
195.S 921.s 921.16 876.t,S 805.5 20 • .5 ?8.5.0 
1956 90)., 9()4.40 860.'4 ?96.9 22.6 776.3 
19.57 938.7 942.90 890.$9 815.S 18.9 196.6 
19S8 9'10.7 m.40 914.4.5 8)0.0 20.7 809.3 
1959 98?.? 964.88 917.91 630.0 25.0 sos.o 
1960 ioa,.o 1018.~ ~ . .,, 8?0.0 31. 6 8)8.4 
tear oC GG GI rKX 1" TT 
19'° 9.~ ~.o 14.51 6.'.38 1,.56 6.2.s 
19.51. 9.43 26.8 17.'1 16.1, 21.38 7.17 
1952 u.11 "·' U.3) is.os 21.25 7.94 19.Sl 10.2$ 29.9 19.6.5 21.54 25.17 9.'6 
19.;. 11.54 31.2 19.60 19.71 2j. ,,. 9.63 
1955 19.17 4.5., 26.n 14.'6 29.81 U .88 
1956 15.8) 4).8 1:1.91 13.10 33.20 1). 00 
191/ 16.22 47.6 )l..)B 12.10 34.50 l!S.30 
19.58 19.00 56.7 '7.10 16.13 )4.8,5 11.01 
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Table 14. ( oant!nmd) 
Ye&l" QC GG GI ,p rM -r 
19.59 23.,,. 10.0 46.46 15.69 )8.13 17.20 
1960 26.9, n.o sc.os 14.16 53.o6 19.49 
!Nr Dt It .JlS sD! 'G'i. P.MR EGS 
19.50 12.90 z.13 1.s.1 28.,, 114.24- 18.7 99.9 
1951. 1,.87 '·'' 82.6 8.88 141.,, 11., 9,.6 1952 17.41 3.91 108.) 21.6, 1,,.14 1,.1 lll.7 
19.SJ 16.?0 4.96 114.1 19.?2 149.68 lB., 114.8 
19S4 18.14 4.59 lll.6 n.oi. 166.10 19.4 1)1.9 
l9S5 19.22 6.80 16).3 -23.11 ]J0.89 19.6 126.9 
1956 19.ltO ?•00 180.9 .)0.40 127.40 Zl.6 l.J8.5 
19.s'I n.4<> 6.6o 175.6 -41.00 119.l.0 Zl.6 129.1 
19'8 22.4? 7.43 182.0 -40.'9 1)2.96 21..1 1Jf4.o 
19'9 22.00 1.2R 212.0 .32.90 1.52.37 22.s 163.0 
1960 2,.41 7.95 2n.o -n.<YI 157.W. 23.S 111~0 
Ye&r Rn tfG ~c TT oPY )(PM 1Yr 
19So 4.7 22.n 39.e 8.5 lte.4 1.s - 4.1, 
1951 9.0 21.48 47.l 91 YJ.7 a., - s.76 
1952 11.2 28.16 60.6 92 7,.0 11.9 - ).81 
195) 10.') 31.95 62.8 100 79.9 10.) - ).87 
19.54 14•2 ,,.,, 69.? 129 92.9 JJ.2 - 1 • .57 
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Table 14~ (eantinu9d) 
Year IP afG r1-c TT aP'I ~ ffyp 
195' 10., ,,.62 so.o U7 102.6 14.7 - .64 
19.56 10.0 56.08 88.6 117 1oe.o 16., .90 
19-"l 9.6 '6·19 86.0 108 11)~0 17.6 4.20 
19'3 10.8 60.06 a,., 119 122.3 20.0 .?O 
19'9 ll • .5 12.oe 9J.4 146 136.7 23.3 - 2.82 
1960 9.4 80.96 116.4 1"4 1.58.0 21.e - 4.66 
123 
CHAPTER V: STI\OPSTS A?lD CONCLUSIONS 
Chapter I deals with growth models 1n general and aggregative and 
disaggregative models 1n particular. The HD-aodel is well suited for 
the type ot data that are available with the exception of net m-ivate 
capital formation. Because ot this the capital-output ratio would have 
been underestimated giving rise to an underestimated growth rate of the 
econo~. All the other growth models pre-suppose a production function 
ot two variables (labour, and capital) and could not have been estimated 
with available data. The d1tferential equations in so e models cannot 
be estintated statistically. 'Ihese li:d tations resulted 1n the use or a 
keynesian-type model 1n Chapter II/ ot this thesis. 
Chapter II touches upon some ot the institutional factors 1n the 
economic history of Nigeria. It begins with the socio-institutional. 
background or the nation. the physical features which 1nolude olilutic 
conditions, size, population and locational aspects are discussed in 
the tirst section. The second section describes ca~ital formation, 
manutacturiru!, foreign trade, and the Nigerian ?'arketing Boards. It is 
noted under the discussion or capital fol"?l'J&tion that the ratio or gross 
fixed capital formation to gross domestic product (a ratio which repre-
sents capital as a productive tactor) has been increasing persistently 
over the years. Manufacturing has not been negleoted but the government 
has been rather cautious in promoting industrial developriutnt because of 
the unevenly distributed population and the lack ot tightly integrated 
transportation facilities. However, the government has recently ottered 
generous tax exemptions to investors 1n manufacturing. 'Ille government 
hope• tut thi• v1ll prarlde • create!" impetus to entel'Pl'i•ins indivi-
dual.e (both looal ad t01'91gn) 1n aooelnat.ing the PNOM• ot 1ndutr1&1.1-
ut1cm. 
tr.a• tt. ~ board9. 1be ~ --1th ot tlipri& oan t» 
attributed ~ to he:r foreign t.Nd• HOtor wtdoh 19 te.Ul.T d1.,.n,,,.. 
ft.eel. ~ 1Jlpol"tmto9 t4 the mub~ bo&rd• t. etzoeaed in tb9 la.t 
part ot the ..oOlld aeot.ion ot ChaJlf'Ar II. The boarda aern .. Ngianal 
linancdal. .npporWH of deftlo in the teclen.tlon ot t1prl.&. 
Chaptn III dMle .. paratel_y with • other iMtitu:tional. taoton 
att .. Ung agr1cnll.tuN ad l.abouJ-. BeoaUM of the a...U.blltt.F ot anl7 
~t&r7 data, little -.pirioal analJ'aS. 19 poaaibla. Chapter Ill 
t1nt It.Na ... tM ra19 ot ecriCNltUN 1n eoanGIO'• Abau't 8~ ot 
the popalats.. u. aoUftl.T ensapc:t 1n qrloultutll aotiYiU.•1 ~ 
tuft ie t.b9 ~ •ouroe ot tONtp aahange. Prodwttlft •ttioi..mQr 
tbereton baa••• a oruo1al taotor beoa1lM ~ ocmpet1Uan 1n the world 
Ml'bt. lnatltuticmal. ooutNints Oil aaz"'inlture are ai.o diaouaad 1n 
the ftNt uoUcm. 1he bu1o eautN!nt en apr1oal.~ dnel.019Mt b 
the .~ Nlatlouhi!> mad the oooupaUaul rigbta of tbtt trihue 
A 1"W'fU1cm ot th9 rigid traditlcm&l. q.t. ia hiahlT d..s.r.ble beoaw 
~ tM blpaot ot OC118ero1allution ot agrinltUNl prodmte. n. 
rationality ot ahitt. oultt.aUcn 11'l tb9 tNd1t1anal. qatm and the 
t,ype ot land utilisation in the ditt•rent 1one are dUou.ect. I t u 
.__ated that t.t.N aat be ooau.pat1.cnal mobil1ty CNl.tint.as th9 
log1.oal. !Mt11" to ta trlb&l e;yat.. muat be a naticnal. a.yet.. 1be nation 
all ri&hta Oftt- unoultiftted 1 1n the entire fed•Ntion. 
1he 1ut eeotian ot Chapt.J" III dieou•• prod\IOtivitq and 
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charaoter1stios of the labour force. A basio element effecting produo-
t1v1ty is stabilization of the labour force. The labour toroe is divided 
into two main elements - the permanent and migrant (target) workers. 
!be duality o! the Nigerian eoonol'l\Y (traditional and exohange sectors) 
gives rise to these tvo basio labour categories. An attractive wage is 
a f aotor that would induce permanent aom::aittment to the exchange sector. 
In the second section of Chapter I II, wage differentials in Nigeria are 
disoussed. Skill Yariations are probably the greatest determinant of 
wage differentials in Nigeria. However, it is also obsened that intei--
regional was?• differential tor unskilled workers m.at. !his is probably 
due to lack of mobility of these workers. There is a uniformity in 
regional wage rates of skilled workers. 
Chapter IV discusses the structural :t"elationships and empirical 
estimates of the major endogenous maoro-econord.o variables in the 
structure or the Nigerian econOJ11,y. A structural model is specified and 
estimated trom a consistently derived set of national. accounts. 
Because of the recent civil war and resultinf( governmental uncertainty, 
structural-relations (in lieu of reduced form forecasting) is eJ!l}lh.asized. 
Policy suggestions are offered to oorrect current aocount trade imbalances 
and maintain high levels of governmental developnent expenditure. 
lhe tabrio of the tede~ tion of Nigeria has been af'tected seriously 
by two oh.an es in government - in January, 1966 and July, 1966. Both 
changes left the govern.'!lent under military rule. It is therefore hard to 
predict the future stability ot the ~igerian eovenment. Hence, in the 
quantitative and empirio&l analysis in the eoonO!'letric model no projections 
are made tor the ll!Ajor macro-economic variables. The emphasis of 
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Chapt9r IV b cm etemo'us •ignitioant atruotura1 Nl.atl.eM 1n the 
Higei&n OOdrlOIV d\U1..ng th• d.aade, 1950-1950. 
A bae1o aanOluian ie t.hat the Utgerian ~ h Mah1.1 t«pol't 
o:rl-.ited and Ylll tor al tu. d ca foreign t.Nd•• Dinniti-
a.tlon m th• principal. expol"t products th.o eoanaido f'utare pro-
lll•ing d .. pi.te t.ftd• detiait. dv1Ag the latt.1' puot ot the d.-d•• 
1950-1960. .Al manuf'acturlna tnduat:rl.aa are operating 
btii1g oonistraO • it will be eom t1M betor. Hf8er1& beoom• a 
uatr1&1 ,POftl". e 1e ~ beoauae th•.,.., uat.t-1.•• cannot 
compete with high q.ul.1t7 1aporbd itiNJ the d.....ioi:-nt ~ import 
substltut.N ia d1tti0ul.t •r these ccrtditlona. 1cn-l'l'lmnt bu 
otte 1an1 to eMc tnth18tr1&11saUOft but tlw• 
in•• ta are ort.n unprofitable ill the 1n1t1al stat.. ot -.,oncnS.o 
baa not~ a obaraotniatlo ot the Ntaenan *>Oft<llV• n. ~t, 
houever, ahoul.d UM higher !JQort tan• to a0Qele1'9.te the dwnd to~ 
loaJl3 ~ O> mitiU. 
'!he MOand OC!ftal.uion i• tbat gcm1m.1t 1nt.l'Wnt1on 1n ohanPn3 
th• t'*11t1anal qatm ot land adm1n1atntion u h!gbl.y d..U.bl• 1t th. 
~t.1Gn8l. agnoul.tuNl praot1eu are to b9 .ct :1n ordR to inOMUe 
J)J'Oduot.irtt;y. irld11&llution OJ' quae~Snd1v1dual1aat1c:n or land 1a 
MOe•8&17 U 1nwe t 1n09ftt1vee ot the popolaoe ee to b9 enoovaged. 
F1nallr, the 1p1'1an MOIJ«V' bu d9ftl.o a t1ftl 804tt.al 
eocnmia ~ture unllk• At'P.loan 001mtn.a st 
econaa1o &ot1.Yit1 • are O(lltroJ.l.9d b.7' nat.lw Ni ri.An•• ~ g09WDlent&'l. 
trtabillt3 is aohieftd. the buio condition• tor eocnmio d...:lf)pmlt 
haft ~ Ntahllllbed in Jligc1.&J with the ••ptlm ot ·-- iuUtu. 
t1cw.l. 9djut:wolts. !lSgeru 19 Nl.&t1ftl.T adftnaed eoancn,.,,,.. 
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